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Administrative expenses 


Nl | 
1956 actual | 1957 estimate 1958 estimate 





| 
Program by activities: 








Administration (total obligations) - —--- a $1, 670, 000 $1, 980, 000 
Financing } } 
Unobligated balance no longer available_-_..........--- 58, 354 | sitnnewlieaenaank 
| 
Limitation : Saipan Neiaadiekidiiodl 1, 560, 000 | 1, 670, 000 | 1, 980, 000 





Accrued administrative expenses by objects 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions eae 
Full-time equivalent of all other positions_-_.-.-_. l 1 | 1 
Average number of all employees nighaiainigac 166 187 | 209 
Number of employees at end of year EE ee ee 172 193 | 214 
Average salaries and grades: 
General schedule grades: | | | 
Average salary aos tae et ee a $6, 698 | $6, 840 | $6, 883 
CIS HI, nin clic Wecckabesedcnienea GS-8.7 GS-8.8 Gs8-8.9 
| = : : : 
01 Personal services: | 
Permanent positions................-.- |} $1,170,916} $1,340, 200 $1, 497, 900 
Positions other than permanent_-- | 5, 393 | 8, 000 10, 000 
Regular pay above 52-week base. ---- | 4, 376 5, 500 
Payment above basic rates 2, 242 3, 000 3, 000 
Excess of annual leave earned over leave taken____-_- 23, 257 22, 500 23, 000 
Other payments for personal services 2, 900 3, 600 3, 600 
Total personal services.......... aa 1, 209, 084 | 1, 377, 300 1, 543, 000 
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Accrued administrative expenses by objects—Continued 


02 Travel. sa 
03 Transpertation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services Lh 4 j 
Services performed by other agencies 
08 Supplies and materials 
09 Equipment begs oka 545k 2. cepa dco 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund - 
Taxes and assessments......._-- 


15 Taxes and assessments................-.-.. 
Total administrative expenses _-._......- 

Less reimbursements from other accounts 
Net accrued administrative expenses 


Loan and guaranty program 
Income earned 
Expense incurred - om 
Net income, loan and guaranty program 
Analysis of retained earnings 





| 1956 actual | 


} 


9 
“ 


| 60, 184, 382 





$72, 923 
2, 586 
16, 230 
109, 877 
15, 491 
10, 058 
20, 441 


12, 725 


$100, 000 


1, 500 | 


18, 200 
134, 700 
15, 600 


21, 100 } 


6, 200 | 


13, 400 
2, 500 


1, 441, 646 | 
! 


$85, 541, 854 
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(a 


5, 357, 4 


1, 691, 100 | 


21, 100 


1957 estimate 


$90, 813, 331 
30, 114, 000 


60, 699, 331 


1, 670, 000 





Retained earnings, beginning of year____.____.-_-_-- | 
Uncollectible loans balance written off 
Payment of dividend to Treasury (—) 


’ 
Retained earnings, end of year 


Assets: | 
Cash with Treasury... | 
Accounts receivable 
Loans receivable (net 
Loans by commercial banks (seefcontra) - 


Other as | 


Total assets 


Liabilities: 
Current. _-- . 
Other liabilities to banks (contra 


Total liabilities_- : Saieane 


Investment of U. 8. Government 
Interest bearing: Borrowings from Treasury - 
Non-interest-bearing: 
‘ Capital stock 
Retained earnings 


Total investment of U. 8S. Government 


367, 226, 344 
— 57, 485 
—22, 500, 000 | 





1, 023, 725 | 
22, 680, 246 | 
2, 611, 779, 665 
841, 192 

70, 895 





5, 723 
1, 701, 290 | 
841, 192 | 


, 542, 482 


je} 


1, 206, 500, 000 | 


1, 000, 000, 000 | 
427, 353, 241 


2, 633, 853, 241 


404, 853, 


—22 500, 


241 


000 


572 


052, 





1, 023, 

27, 352, 

3, 071, 451, § 
841, 

81, 


3, 100, 750, 988 


1, 857, 
841, 


224 
192 
2, 698, 416 


1, 632, 500, 000 


000 


R79 
‘ 


1, 000, 000, 
465, 552, 


3, 098, 052, 572 3, 409, 


1¢ 
As 


158 estim 


$130, 000 

1, 500 

19, 500 
2, 300 
, 400 
, 700 
600 
, 800 


7, 000 
600 
400 
, 400 


000 


Condensed statement of income and expense and financial condition 


ite 


$107 


44, 


330 
500 


161 
ObS, 


63, 092, 839 


2, 121, 379 
$41, 192 
2, 962, 


571 


1, 903, 750, 000 
1, 000, 


506, 


000 
411 


000, 
145, 


895, 411 
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Budget authorizations and receipts, expenditures and balances 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 


Rece ipts from operations: Loan and guaranty program: 
Collection of loans_-. 
Interest income from loans-- 
Adjustment of prior year income 


Total receipts from operations 
Balance brought forward: 
Unobligated: Authorization to expend from debt | 
receipts ; le thas 
ae, ated: 
PU TA I 
Authoriss ation to expend from debt re ceipts.. 


Total budget authorizations and 


available-_- 
EXPENDITURES AND BALANCES 


Gross budget expenditures: 
Loan program: Loans disbursed - - 
Expense _- 
Interest on borrowing from Treasury 
Purchase of equipment --_-. 
Increase in selected working capital_ 


Total gross budget expenditures. --- 
Payment of dividend to Treasury 
Balance carried forward: 
Unobligated: 
receipts 
( a ated: 
ash with Treasury -.-_- 
Saat ition to expend from debt receipts..- 


Total expenditures and balances-.- 
BUDGET EXPENDITURES 


Gross budget expenditures__ 
Receipts from operations. 


Net budget expenditures.......................... 
Distribution of net budget expenditures: 
Out of prior authorization (authorization to —— 
from debt receipts) ; on a 
Out of balances of the fund 


1955 actual 


Une sxpended balance 


ash with Treasury | $653, 274 | 
Sudinears authorizations. - 2, 729, 000, 000 
Total unexpended balance | 2,729, ), 653, 274 


Net obligations outstanding: 
Current liabilities | 
Obligations other than liabilities: | 
Undisbursed loan commit- | 


ments | 753, 763, 623 
Guaranteed loans outstanding 98, 073, 236 
Insurance in force. 20, 000 | 
Accounts receivable (net) (—) — 23, 138, 384 | 


Unobligated portion of certain fund bal- 
ances 


1, 898, 


| 
| 
| 
= 
Net obligations outstanding + 
ei 722, 231 


Authorization to expend from debt | 


2, 212, 568 | 


830, ‘931, 043 | 


| 
} 


receipts | 





| 


| 


1956 actual 






1957 estimate | 








1958 estimate 











5212, 341, 867 $281, 399,860 | $313, 468, 866 
85, 541, 854 | 90, 813, 331 107, 161, 339 

1, 247 | wae 
207, 884, 968 2, 213, 191 420, 630, 205 
1, 898, 722,231 | 2,039,776, 425 1, 272, 057, 360 
653, 274 1, 02 3, 725 1, 023,725 
830, 277, 769 53,723,575 | 1,095, 442, 640 
3, 027, 538,242 | 3, 166,736,916 | 2,789, 153, 930 
185, 087, 504 741, 072, 187 621, 931, 860 
1, 448, 153 | 1, 690, 000 2, 000, 000 
23, 899, 688 | 28, 410, 000 42, 053, 500 
26, 032 25, 000 15, 000 
53, 140 4, 516, 004 | 3, 379, 845 
210, 514, 517 775, 713, 191 669, 380, 205 
22, 500, 000 | 22, 500, 000 22, 500, 000 
2, 039, 776,425 | 1, 272, 057, 360 | 831, 059, 960 
1, 023, 725 1, 023, 725 | 1, 023, 725 
753, 723, 575 | 1, 095, 442, 640 | 1, 265, 190, 040 
3, 027, 538 242 3, 166, 736, 916 | | 2, 789, 153, 930 
210, 514, 517 | 775, 713, 191 | 669, 380, 205 
287, 884, 968 | 372, 213, 191 | 420, 630, 205 
70, 451 403, 500, 000 | 248, 750, 000 
— 64, 500, 000 426, 000, 000 271, 250, 000 
—22, 870, 451 —22, 500, 000 —22, 500, 000 


s of certain fund balances 


1956 actual 


$1, 
2, 793, 


023, 


2, 794, 523, 


— 


739, 
36, 


239, 
486, 62 


—22 
22, 


680, 2 


754, 747, : 


440, 


2, 039, 7 


5 
500, 000 


, 701, 290 | 


1957 estims 


$1, 023, 
2, 367, 500, 


2, 368, 


1, 093, 008, 
28, 852, 
100, 

— 27, 352, 


1, 096, 466, 


5 23 ; 


ate 1958 estimate 


ttf ener 


725 | $1, 923, 725 
000 2, 096, 250, 000 
725 2 097, 2 27 3, 725 
| 
224 | 2, 121, 379 
640 1, 259, 076, 780 
684 25, 911, 789 
000 100, 000 
183 — 30, 996, 183 
365 | 1 266, 213, 765 
360 | 831, 059, 960 











Iv 


JO JuoueAour 
*SUOT}BZTUBZIO 
jouuos.od ‘sTeoyjo JUOTTUIOAOL) * 
JO SJOqUIOJ, YIIA Bele TOUZUTYSeAA 9 UT sedUeJeyu0D puv 
SZUT}90UL [VOTO WO’ pus 0} UOT}EIIOdsUBIY, :sIOq MOU UIs [TV 


UZ{910J JO 


"B01 UOJZUTYSY AA OY} UTEITA 


[BUuOIVUle{UT JO sTeRloyjo 


esod.ind o1jqnd pur sos, 


1 


‘squoumnoop peszeyord pus ‘soyddns ‘quourdinbe 4yaI, | 
‘soyoyedstp [eeds jo AJVAT[oq ‘siosuessopy 


pus ‘seissequia | 
3 °Q ‘sselzu0og =| 





oo9$ 


SOpPOTGOA 
10joum 

jo aly 

JO 4809 





pesn oq 
0} T1198 
soporg 
“9A PIO 





poseyo 
-ind aq 


0} SOToTq |- 


-0A jO 


4800 J9N 


(eyeuTyse) | 
SOUBMOTTY | JoquInN 





pesuBlpoxe oq 
0} SOPTYVA PIO 





NOLDONIHSVM 40 ANVE LHOXDWILYOdXa 


} 
| 
| 
' 





JoquinNn 


peseyoind oq 
0} SOPITYOA JOOP 


| 


| 
| 





*punj 
}ZuTYSVAA JO yuvg 4s0duy-410dxy 


896] svah poosyf ay} sof sajaryaa wojow sabuassod fo aury puv aspysind sof suonnbyqo pasodosd fo yuawanyg 








5 


Mr. PassMAN. The committee will come to order. We shall now 
consider the request of the Export-Import Bank of Washington, for 
an amount not to exceed $1,980,000 for administrative expenses for 
fiscal year 1958. The amount for the present fiscal year is $1,670,000, 
and an increase of $310,000 is requested for fiscal 1958. 


SUMMARY JUSTIFICATION DATA 


We shall insert pages 1 through 8 of the justifications in the 
record at this point. 
FACTORS AFFECTING THE BANK’S 1958 BUDGET 


The bank’s program as projected for fiscal 1958 represents the continued efforts 
of the Board of Directors to carry out the objectives and purposes of the bank, 
as contained in the Export-Import Bank Act of 1945, as amended, which states in 
part, * * * “to aid in financing and to facilitate exports and imports and the 
exchange of commodities between the United States or any of its Territories or 
insular possessions and any foreign country or the agencies or nationals there- 
of; * * * the bank should supplement and encourage and not compete with 
private capital; * * * loans shall generally be for specific purposes and offer 
reasonable assurance of repayment.” 

The bank’s program is primarily one of financing American exports and also, 
as authorized by the Congress, to provide expropriation insurance on commodities 
exported to certain foreign areas. The bank’s loans have to a degree stabilized 
our domestic economy inasmuch as a large percentage of the loans cover capital 
equipment or consumer goods manufactured or produced in the United States. 
Changes in our domestic economy, i. e., when the market changes from a seller’s 
to a buyer’s market, stimulates the interest of manufacturers to find new markets. 
Changes in business trends, such as these, give rise for the need of financing 
foreign sales. 

For some years major loans were on a country-to-country basis, and the bank 
was primarily concerned with the ability of the borrowing country to repay. 
Today, many of the bank’s loans are based upon an individual’s ability to pay, 
requiring a credit analysis of the individual or foreign dealer. The demands 
made upon the bank for this type of financing have been on the uptrend for 
several years and represent a large segment of the workload estimated for fiscal 
1958. 


Comparison of new authorizations 


| 6 months ending Dec. 31, | 6 months ending Dec. 31, 
} 1956 1955 








Number Amount Number Amount 

Exporter : Hh Pete 85 $45, 036, 135 | 18 $20, 855, 100 
Project development. ..._......-....._____-- i 20 833, 239, 000 | 15 71, 665, 500 
Commodity Ba reteid } 1 60, 000, 000 1 60, 000, 000 
anecapaneagtiee ia eeicegeeieeeion 

_ Total | 1106 938, 275, 135 | 234} 152, 520, 600 
Exporter lines 2.05 | 3 11, 906, 000 | 40 | 28, 815, 000 
TN i NE oe 109 | 950, 181, 135 74 181, 335, 600 





1 Does not include increases in authorizations for 18 loans in the amount of $122,695,218. 
2 Does not include increases in authorizations for 17 loans in the amount of $20,235,812. 


Although the operations of the bank appear similar to those of a commercial 
bank, they are not comparable and are dissimilar, because of foreign obligors, 
the terms of the loan, and risk involved. Further, a commercial bank is pri- 
marily concerned with the profit angle. The element of profit is also considered 
by the Export-Import Bank, but the granting of the loan is motivated by addi- 
tional considerations. 

The two primary factors which the Board applies in considering all loan 
applications are: (a) the soundness of the economy of the country, and the 
policies of the government officials aimed at maintaining this condition; and 
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(6) the ability of the country to provide in dollars the principal and interest 
instaliments on the dates due. 

The bank in presenting its program is not in a position to portray its accom- 
plishments in the usual manner used by most Government agencies. The reason 
is that the benefits derived by the United States from loans financed by the bank 
are far-reaching. For example, the bank is financing the construction of a 
cement plant in Indonesia. Although the plant is not complete, approximately 
1,000 United States companies have supplied materials and equipment in its build- 
ing. Amounts reflected in statements of the bank as to authorizations and dis- 
bursements do not indicate in their entirety the foreign trade made possible by 
the Export-Import Bank financing. The reason for this is that some loans rep- 
resent only a part of the total amount to be financed. The balance of financing 
in many instances is furnished by the supplier. 

The interest rates on all the Export-Import Bank loans at December 31, 1956, 
ranged from 2%¢ to 6 percent. The low rate of 23 percent is applicable to the 
postwar reconstruction and lend-lease loans (1945-46). The rates established 
are to cover usual operating expenses, the cost of money invested by the United 
States (i. e., payment to the Treasury of interest on money borrowed, and divi- 
dends on the capital stock of $1 billion wholly owned by the United States) and 
to establish a reserve for possible losses. Loans fully reserved at December 31, 
1956, together with writeoffs, total $525,553.90, being approximately one-hun- 
dredth of 1 percent of the aggregate loan disbursements of over $5 billion made 
by the bank since its inception. Delinquent installments totaled 49,260.999.91 as 
at December 31, 1956. This amount was not charged against the bank’s earned 
reserve because of the expectation of eventual payment. 

The substantial increase in the bank’s workload during the past 12 months 
results from the desire and necessity of United States manufacturers und export- 
ers to promote and finance the foreign sale of their products. There has been a 
continuance of the high level of loan applications received by the bank. Also, 
the increase in interest rates and the current money market have made it neces- 
sary for the bank to perform work and services which usually have been per- 
formed by commercial banks through agreements relating to specific credits. 


Loan applications received 


6 months ending 


rT | 
Dec. 31, rest June 30, 1956) Dec. 31, 1956 


Exporter 76 41 57 

Project development 50 | 61 33 

Commodity 4 2 2 

Emergency munabnigigiiba | 1 i 
Total = 128 | 105 92 


To bring forth practical economies the bank has always endeavored to interest 
and utilize commercial banks in its loans under takeout or guaranty agreements. 
The advantages are twofold. The funds disbursed by commercial banks reduce 
the amount of the bank’s draw on the United States Treasury, and, secondly, 
the bank is relieved of a substantial portion of the paperwork. Such agree- 
ments with commercial banks provide the bank with a margin of profit. The 
increase in interest rates made it undesirable for the Export-Import Bank to 
continue this type of financing, because the greater cost of funds obtained through 
commercial banks over the cost of funds from the United States Treasury more 
than offset any savings from administration of loans by those banks. As a 
consequence the administrative load as to certain credits has shifted from the 
commercial banks to the bank. 
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Source of disbursements 


{In thousands] 


Funds disbursed 


6-month period ending Dee. 31 
Commercial | Export-Import 





banks ! | Bank 2 
One aie inedible cect oa a aE ee $1, 592. 4 $105, 680. 7 
1955. - eat ate 8 ae gael ote wee en eee te 1 er : 5, 214.2 | 67,046. 3 
1954... BRAD d dene IS tp cian ee ec, ee 5 z 31, 976. 5 | 103, 676. 6 


Gross before takeouts. 
Includes takeouts, 


The current money market resulted in the bank receiving inquiries and appli- 
cations which normally would have been directed to and financed by commercial 
banks or private sources. The Board of Directors has resisted extending cred- 
its when it was obvious that the approval of the application would be contrary to 
our Government domestic fiscal policy. A further effect of the current money 
market is that the potential for selling parts of the bank’s portfolio in the finan- 
cial market is reduced. 

The bank’s expanded exporter credit program was inaugurated approximately 
2 vears ago. The number and type of applications being received, together with 
related changes in financing, are circumstances which have changed the opera- 
tional pattern of the bank without any significant change in policy. Many of 
the credits authorized, where the bank participates with others, are for very 
small amounts; in some instances the bank’s participation is less than $1,000. 
Credit information is required on each foreign dealer, and the bank is establish- 
ing current credit files to expedite the processing of credits of this type. Asa 
further measure of expediting the processing of applications, the bank is encour- 
aging exporters to submit credit information on their potential customers abroad 
prior to requests for actual financing. The number of applications received 
under this program exceeded the number of applications received for all other 
types of credit. Although the applications individually are for considerably less 
than commodity, or project type credits, the work required by members of the 
staff is in some instances-greater than on the larger type credits. A workload 
factor to be considered in this connection is that the bank will be advancing its 
own funds in these loans, whereas at the outset of the program there was reason 
to believe the funds would be advanced by commercial banks. 


ANALYSIS OF THE BANK’S 1958 BUDGET 


Comparison with 1957 

The bank is requesting an administrative expense limitation of $1,980,000 for 
fiscal 1958 out of estimated net profits of $63.1 million. The amount requested 
represents an increase of $310,000 over the approved limitation of $1,670,000 for 
fiscal 1957. A comparative analysis of the 2 fiscal years also indicates an 
increase in net profit of $2.4 million in 1958. 

The 3 largest items included in the increase of $310,000 are due to (@) con- 
tributions to the civil-service retirement fund, $97,000 (per Public Law 854, 
approved July 31, 1956); (b) the increase in the average employment for per- 
manent positions, $157,700: and (c) travel, $30,000. Contribution to the civil- 
service retirement fund is included for the first time and represents approxi- 
mately 30 percent of the total increase. An increase in workload is contemplated 
during fiseal 1958 and travel is estimated to be at a level above the current fiscal 
year projection. 

The bank is operating on a reduced budget for the current fiscal year as a 
result of absorbing certain unbudgeted expense items which were effective July 
1, 1956. Public Law 854, approved July 31, 1956, increased salaries of members 
of the Board by $23,000. The annual office rental was increased $0.10 per square 
foot. Neither item was contemplated nor included in the 1957 budget estimate. 
The estimated savings required is approximately $26,600. In order to preclude 
exceeding the approved limitation the Board of Directors determined that 
savings were to be effected by (a) curtailing employment, although additional 
employees are needed to several divisions; (6) restricting travel: and (c) de- 
ferring the acquisition of additional office space. 
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Comparative statement of previous budgets with 1958 budget 
I i) p ( { 


1957 fiscal year 
| 
' 


| 1956 | l 1958 | Increase 
fiscal | Actual Balance | fiscal +) or «le- 
vear July 1, | of limita- | year crease (— 
actual | 1955, to tion | Total estimate 
|} Dee. 31, | available | 
|} 1956 | 
01 Personal services__. __..--.'$1, 209, 084! $678, 255! $699, 045/$1, 377, 300/$1, 542,000) $165, 700 
02 Travel 72, 923 19, 461 50, 539 100, 000) 130, 000 ‘0, OO” 
03 Transportation of things 2, 586 1, 467 33 1, 500 1, 500 
04 Communication services 1A, 230 1,053 9,147 18, 200 19, 500 1, 300 
05 Rents and utility services 109, 877 64, 550 70, 150 134, 700} = 142, 300 7, 6) 
06 Printing and reproduction 15, 491 7, 368 7, 732 15, 600 17, 400 1, 8) 
07 Other contractual services | 
Entertainment : , ae so 2, 2R2 6, 718 9, 000 9, 000 
Other_. 30. 499) 10, 990 7, 310 18, 200 25, 300 7, 000 
08 Supplies ard materials. } 12, 725| &, 396 5, 004 13, 400 14, 800 1, 400 
09 Equipment 2, 506 2, SOU) 2. SM 
11 Grants, subsidies, and contributions: 
Contributions to retirement fund. ..|__._.- 97, O00} 37, O00) 
15 Taxes and assessments nities cer 457 133 467 FO 600 
Total administrative expenses 1, 469,872) 834,955, 856, 145) 1, 691, 100) 2, 000, 400 309, 5U 
Less reimbursement from other accounts_- 23, 226 11, 226 9, 874 21, 100 20, 409) 477M 
Net accrued administrative ex- 
penses. . a othe ead 1, 441, 646} 823, 729 846, 271! 1.670, 000! 1, 980, 000 310, 


Personal services 


The amount requested for personal services, $1,543,000, reflects an increase of 
$165,700 over fiscal 1957. Nineteen additional positions are provided which in- 
crease the gross number of permanent budgeted positions from 202 to 221. In- 
cluded in the 19 positions are 9 technical positions, namely, 1 assistant treasurer, 
1 statistician, 2 economists, 3 engineers, and 2 lawyers. The remaining 10 are 
clerical and stenographic positions. (At December 31, 1956, there were 186 em- 
ployees on the payroll, including 5 directors, 77 technical, and 104 clerical and 
stenographic.) The need for these additional positions is directly related to the 
increase in the number of active loans including the work performed in the con- 
sideration of applications and the approval of new loans. Based upon the esti- 
mated volume of new business in fiscal 1958 together with the carryover of work 
resulting from the heavy backlog of credits authorized in the current and prior 
fiscal years, the workload involved will transcend any previous year. Increased 
demands will be made upon the economic, engineering, and legal divisions, re- 
quiring seven additional technicians. Due to the increased demand and need 
of special and comparative information, the position of a statistician is projected 
for fiscal 1958. This position will eliminate time loss and work interruptions of 
accountants and clerks in meeting such requirements. The Vice President- 
Treasurer was elevated to the position of Senior Vice President in the latter part 
of fiscal 1956. At the same time the Assistant Treasurer was elevated to the 
position of Treasurer. The replacement of an Assistant Treasurer is required 
to assist in the financial transactions and controls of the Treasurer. The 10 cleri- 
eal and stenographic positions are required in the following offices and divisions : 
Office of the Treasurer (1), Accounts (4), Administrative (1), Engineering (1), 
Legal (1) and Loan Division (2). 

Between June 30, 1956, and December 31, 1956, the bank’s permanent employees 
increased in number by 14. This was a significant accomplishment in that techni- 
cians, who were being recruited for more than a year, represent 9 of the 14 posi- 
tions. 
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Personal services compared, 1957 and 1958 


The following table indicates the items comprising personal services and a com- 
parison between the 1957 and 1958 fiscal years: 


| 























1957 fiscal year 1958 fiscal year | Increase 
t F ccnendfieenpreeepestseenaeneige) —itimnhoeiptinreateneniteans 
} 
\Num-| Amount |Num-| Amount |Num-} Amount 
ber ber ber | 
ings Tei cinch dchicteiaedag ee aon eiotesnmsting fatness ae ened “s 
Gross permanent positions -- ai} | 902 | $1, 448, 996 221 | $1, 588, 442 |__.-- a Ri dones 
Deduct: Lapses......... a5 aad A og 108, 796 | 13 90, 542 |__ | seein Secs e ae 
Average permanent employment. 186 |. 1,340,200 | 208 1,497,900 | 12} $157, 700 
Intermittent employment : . : 1 | 8, 000 1 | 10, 000 |..-.-- 2, 000 
Regular pay above 52-week base ie iiekea ; 5, 500 rs 5, 500 
Payment above basic rates_. | 3,000 |. | 3000 i sss suk. wh sawed 
Excess of annual leave earned over leave taken 22, 500 | 23,000 |. 500 
Advisory committee __ : : sie8is 3, 600 | 3, 600 |. = 
Total personal services..........-- a: asekeesieen 1, 377, 200. |....-. | 1, 543, 000 | 165, 700 
| | 


Travel 

Travel costs for fiscal 1958 are estimated at $130,000. Although travel costs 
for 1957 will necessarily be considerably less than the $100,000 provided for the 
current fical year due to the budgetary savings required, the need for additional 
travel in 1958 is more pronounced for this reason. 

During fiscal 1956 travel costs totaled $72,900 or approximately $22,000 less 
than the approved budget provided. Not all travel contemplated for fiscal 1956 
was performed, but it should have been, in the opinion of the Board of Directors 
The Board is always watchful to effect economies in the bank’s operations. 
However, the safeguarding of the bank’s loans is of primary importance and 
this can be accomplished most effectively by field inspections. The additional 
travel which should have been performed in 1956 was not possible for two 
reasons: (a@) recruiting of new personnel (particularly technicians) lagged 
behind the increase in volume of work; and (0b) the influx of applications and 
other documents received required immediate review and examination which 
reduced the manpower available for field investigations and inspections. The 
acquisition of the additional technicians in the first 6 months of the current fiscal 
year has improved this situation to some degree. 


Analysis of travel performed 


The following table presents a breakdown of the travel performed during the 
period July 1, 1956, to December 31, 1956, inclusive : 


Travel—J uly 1 to Dec. 31, 1956 


Number of Number of Total cost 


trips man-days 
Foreign 
Directors 4 7 106 $11, 640 
Staff : ‘ bsbuscsiiss ce 22 | 510 29. 953 
Advisory committee. __.-- 1 2 244 
Total foreign ‘ , wast 30 618 41, 837 
Domestic: 
Directors. eh le sented - SF ee ae ll 38 2, 036 
, ‘ ; ; kee auaidos Saleaiieiis eitbinited 38 117 4, 748 
Advisory committee___._. eh eusbntlredbicns ae 7 17 840 
Total domestic _ é 6) 172 7. 624 


Total travel........... : ; ares 86 790 49, 461 
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Foreign travel performed by members of the Board of Directors during the 
first 6 months of the current fiscal year included their attendance; as official 
members of Government delegations to international conferences; at dedication 
ceremonies of projects financed by Export-Import Bank; and further to see, 
firsthand, the results of our lending operations, as well as to gather financial 
information with respect to pending requests for the allocation of Export-Import 
Bank funds. For example, one of the Directors accompanied by members of the 
staff conducted a survey of Argentina’s transportation facilities, for the purpose 
of determining the equipment to be financed under the approved credit for the 
rehabilitation of the system. 

Domestic travel during the 6 months ending December 31, 1956, included 34 
trips for the purpose of attending meetings of bankers and business groups in- 
terested in foreign trade and attendant financing problems. Members of the 
Board and the staff addressed some of these meetings. 

Growth in active credits 

As of June 30, 1956, there were 503 active credits, on December 31, 1956, the 
number was 550. The number of active credits is always significant as related 
to the workload of the bank from a standpoint of policing, investigating and in- 
specting. Experience indicates that investigations and inspections are propor- 
tionally higher in the instance of project-type credits and correspondingly travel 
costs are also higher. The following table shows a comparison of the number 
of active project credits and the number estimated for fiscal 1958: 


TI 
| Actual June | Actual Dec. | Estimated | Estimated 
30, 1956 31, 1956 June 30, 1957 | June 30, 1958 


Active project credits -__-_-.-- ‘ sith de 214 | 231 245 | 275 


Analysis of 1958 travel 
The estimated cost of travel for fiscal 1958 is broken down as follows: 


Area Number of Estimated 
man-trips | cost 
Latin America 65 $48, 500 
Europe : 10 12, 595 
Near East | 9 11, 860 
a : | 7 13, 465 
Far East_- 9 22, 890 
Oceania__- ae : | 2 4, 000 
Total foreign ; 5 102 113, 310 
Domestic oe heeiacune ed atlas oe ‘ 166 16, 690 
Grand total_....-.-- : a pita 268 130, 000 


Transportation of things 


The amount of $1,500 estimated is the same as for fiscal 1957. This object 
includes the cost of transporting household goods when employee appointments 
are made by transfers to Washington from field offices of other agencies. Also 
included are charges for the moving of equipment within the bank. 


Communication services 
The amount of $19,500 is $1,300 more than provided in the 1957 budget. The 
increase is due to the uptrend in workload and to provide telephone facilities 


for additional personnel. The cost of the individual services is broken down 
as follows: 


RI or, et eee Naa ER a eee $12, 600 
iis scence tak calls Srtoedhcinsns castes a tied ane ok ce a a TN 2 a BD 
eee eee Se 2, 400 

SPR psoas pica ace esas ca ate a a i . 19,500 


Rents and utility services 
The estimate of $142,300 covers rentals to be paid to the General Services Ad- 
ministration. Although the bank has not acquired any additional office space 
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during the current fiscal year, additional space is required. The bank did not 
acquire approximately 1,500 square feet of office space, which was approved in 
the 1957 estimate, because of budget restrictions previously referred to. The 
estimate for 1958 provides for approximately 2,800 square feet of additional office 
space over the 1957 estimate. The bank is presently paying an annual rate of 
$3.55 per square foot for office space and $0.75 per square foot for storage space. 
Except for the cost of $660 covering the rental of one station wagon from the Gen- 
eral Services Administration, the entire amount estimated covers office and stor- 
age space. 


Printing and reproduction 

The amount estimated, $17,400, is $1,800 more than approved for fiscal 1957. 
The funds required under this object are to cover the cost of the semiannual 
reports to Congress, office forms, checks, promissory notes, ete., and the cost 
of duplicating work. The increase over 1957 is estimated to cover the increased 
volume in the bank’s program and the increase in printing costs. 
Other contractual services 

This object includes: The cost of repairs and renovation of furniture and 
equipment; alterations to the bank’s quarters; contributions to the Federal 
employees’ insurance program; investigations of personnel required by Execu- 
tive Order 10450; the pro rata cost for operating the health unit which services 
all agencies in the Lafayette Building; credit reports; the maintenance of 1 
passenger automobile; and the $9,000 provided as a limitation in our language 
which is available for entertainment expenses. 
Supplies and materials 

Under this object the increase of $1,400 is attributable to greater usage of sup- 
plies and materials because of increased activity and an enlarged staff. 
Grants, subsidies, and contributions 

The entire amount, $97,000, is an increase over fiscal 1957 and represents the 
bank’s contribution to the retirement fund in accordance with section 4 (a), 
Public Law 854, approved July 31, 1956. 
Tares and assessments 

The entire amount included under this object is for deposits under the Fed- 
eral Insurance Contributions Act, covering nonstatus personnel who are not 
eligible for civil service retirement benefits. 

Mr. PassMan. Mr. Waugh, President and Chairman of the Board, 
is with us. Would you like to make a general statement at this time? 

Mr. Wavueu. Yes, Mr. Chairman. This is the first opportunity 
I have had to appear before your committee in my present capacity. 
I appeared some 2 or 3 years ago representing the economic area of the 
Department of State. I have a very brief statement I would like to 
read into the record with a few inserts as I go along, if I may, sir. 

Mr. Passman. We are happy to have you before the committee. 
You may proceed in your own way, sir. 


GENERAL STATEMENT 


Mr. Waven. The Export-Import Bank of Washington submits to 
the Congress its request for the authority to pay out of the bank’s 
estimated earnings of $107.2 million in fiscal year 1958 the amount 
of $1,980,000 for administrative expenses. The bank will also pay out 
of its earnings interest estimated at $42.1 million to the United States 
Treasury upon its borrowings. This will result in a net profit upon 
the bank’s operations for fiscal year 1958 of $63.1 million. Out of 
these net profits the bank expects to pay to the United States Treasury 
a dividend of $22.5 million upon its capital stock. The balance of 
earnings totaling $40.6 million will be placed in reserve for contin- 
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gencies increasing the undivided profits so reserved to $483.6 million 
at the end of fiscal year 1958. 

You understand, of course, the figures given above are all estimates. 

Submitted with’ this request is a report to the Congress on the 
bank’s budget estimates for fiscal year 1958. This report presents in 
detail the factors affecting the bank’s budget requirements for 1958; 
the basis of computing the amounts requested for the various classes 
of administrative expenses; as well as data pertaining to the bank’s 
lending operations for the calendar year ending December 31, 1956, 
and cumulative. 

The most pertinent factor is the progressively increasing workload 
of the bank. This workload is reflected in the increasing “number of 
transactions handled during successive fiscal years. In fiscal year 1956 
the bank made 156 Export- -Import Bank loans totaling $378.7 million 
(table, p. 30 of report). In fiscal year 1957, it is estimated that the 
bank will make 355 Export-Import Bank loans ‘totaling $1,140 million 
(table, p. 30 of report). (Total at April 30, 1957 was $1,038.1 million. ) 

Here I should say we wil not handle the number of Export-Import 
Bank loans as estimated, but the total in dollars will be equal to or 
probably will exceed the figure just read. 

It is estimated that in fiscal 1958 the bank will make 373 Export- 
Tmport Bank loans totaling $850 million (table, p. 30 of report). The 
bank’s active loan accounts over a period also reflect an increasing 
workload : 

aa billions of doll: _ 


Date | Number of | Total 

loans amount 
PE Tc cccageecvis siccuucumw enna eunc sn glse seep aeewielaiaioal an } 325 3.3 
ws cle tion peeernnae RSES i aatataalete comin’ 457 3.5 
SR OOO ae ois 255 oss ck oka de chew cksed achicha tien sedathhosaal 512 | 3.5 
ne in. so cess kbw wens PE Rte SS A 647 3.4 
Pperen tee ss. LS eS te as aah age id ts kgeabddadin 687 4,2 
INT i eh cian wae tree eG saoie sic am Nem sas ankgante De 751 | 4.2 


During calendar year 1956 Export-Import Bank authorized 193 
credits to borrowers in 38 countries for a total sum of $1,156,607.000 
for United States industrial products, commodities, and technical serv- 
ices. The largest credit was the $500 million secured credit to the 
United Kingdom to meet dollar requirements for the purchase of 
petroleum and United States goods and services. Not since 1946 when 
postwar reconstruction loans were being made has the bank authorized 
a larger total amount for new credits. 

The bank made cash disbursements during calendar year 1956 total- 
ing $233,402,000, and received $266,286,000 in loan repayments, plus 
$84,710,000 in interest and certain minor fees, for total collections of 
$350,996,000 in the calendar year. 

On March 16, 1957, our directors attended a hearing before the 
House Banking and Currency Committee on proposed legis lation to 
extend the life. of the bank to June 30, 1963, as recommended by the 
President in his Economic Report to the C ongress last January. This 
legislation was approved by the House of Representatives on April 9, 
1957, and was also favorably reported out by the Senate Banking and 
Currency Committee. 
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The bank’s operations for fiscal years 1955 and 1956 resulted in a 
credit of approximately $90 million against the Government’s budget 
for each of those fiscal years. Our best estimates for the fiscal years 
1957 and 1958 indicate that our operations will result in a draw on 
the United States Treasury. The two factors resulting in a draw on 
the Treasury in 1957 and 1958 are (1) the $500 million credit approved 
for the United Kingdom and (2) the current money markets preclude 
the expectation that there will be any substantial participations in our 
credits by banks or financial institutions for some time. 

The question as to whether or not we will have to draw on the budget 
in fiseal 1957 depends upon whether or not the United Kingdom will 
take down any of their credit which has been authorized. If the credit 
is not drawn down in the next calendar month, we can anticipate that 
we will pay approximately $90 million into the Treasury, but that will 
probably result in a draw in 1958. I think that explanation is in order. 
As of today, no funds have been advanced under the $500 million 
credit to the United Kingdom. 

The bank recently introduced a new program designed to meet the 
increasing number of requests from American exporters for financial 
assistance. One of the important features is the use of an applica- 
tion form which will permit the faster processing of the smaller loan 
applications. Furthermore, under this program the refinancing of 
completed export transactions will be considered by the bank. 

Definite benefits have resulted from on-the-spot investigations and 
inspections abroad by the members of the Board of Directors and the 
technical staff pertaining to the bank’s credits. Such travel has been 
curtailed because of the necessity of absorbing unbudgeted expense 
items due to the Executive Pay Act of 1956 and rent increases effective 
from last July, without the benefit of a supplemental limitation to 
cover such expenses in the current fiseal year. 

There was approximately $27,000 additional expense incurred due 
to these last two items, namely, the Executive Pay Act and the rent 
increase by GSA. The bank directors did not submit a supplemental 
budget but have through conservative management, I believe, saved 
this amount out of the actual appropriations for last year. This ap- 
pears in more detail on page 4 of the report submitted. 

In addition to restricting budgeted travel it has also been necessary 
to curtail employment of needed ‘and budgeted technical assistants, and 

also to defer the acquisition of necessary additional office space. 

Efforts are being continued to improve the bank’s lending procedures 
and to expedite consideration of requests for assistance to United 
States exporters. 

With the expansion that has taken place in financing by the bank 
of the sale abroad of American products, there has been a considerable 
increase in the number and amount of outstanding credits. This re- 
sults in a greater need for inspections in many parts of the world, iy 
addition to examinations of projects involved in pending applic atin 

The bank’s approved budget for fiscal year 1957 authorized the em- 
ployment of consultants at a rate not to exceed $50 per diem. E xperi- 
‘ioe has shown this amount insufficient for the purpose of engaging 
qualified consulting engineers who are specialists in their respective 


fields. The bank is, therefore, requesting that the maximum daily rate 
be increased from $50 to $100, 











14 


Perhaps I should add here we do not intend to use the maximum at 
all times, but we think it is advisable to have that figure in certain in- 
stances, 

Based on loans outstanding and contemplated transactions, $1,980,- 
000 is estimated to be the minimum required to effectively carry out 
the purposes of the bank as intended by the Congress. 

Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Waugh. It is rather unusual to 
have a department appear before this committee and point out that 
it is making money for our Government rather than spending it. Of 
course, it pleases me to have the honor of handling this part of the 
budget request because the opening statement indicates here for fiscal 
1 958 you estimate earnings of $107.2 million, and you are requesting 
$1,980,000 for administrative purposes, which is less than 2 percent 
of the actual earnings of the bank. 


PERSONAL SERVICES 


What is the total number of positions you are requesting for fiscal 
1958 ? 

Mr. Waveu. We are asking for an increase from 186 positions to 205, 
or a total of 22 additional employees. At the present time we have 
187 employees. 

Mr. Passman. As per statement on page 5 of your justifications you 
set forth the increase in average employment as 12. 

Mr. Waven. That is a typographical error. It should be 22. 

Mr. PassmMan. What are the grades of the new positions you are 
requesting ? 

Mr. Wavau. There are no supergrades. The grades are for the 
men in the Loan, Legal, Engineering, and Economic Divisions as well 
as the clerical help necessary for the increased number of applications. 
However, we will give you a detailed statement by classification to be 
inserted here. We requested 10 clerical and stenographic positions 
out of the 22. One is in the Treasurer’s Office, four in Accounts, one 
Administrative, one Engineering, one Legal, and two in the Loan 
Division. These, however, are not submitted by classification, which 
Tam sure we can submit for you later. 

Mr. Passman. Yes, insert at this point in the record the positions 
of the 22 and their pay. 

(The information referred to follows :) 


The 19 net new positions provided in the 1958 budget consist of the following 


Number of | Total annus 


Grade new posi- salary 
tions 

| ea Assistant treasurer- 1 Sil,t 
GS-14 Engineer ] 10, 320 
GS-13 _. Counsel 2 17, 980 
GS-13 Economist __ 2 17, 8 
GS-13 _- Engineer 2 17, 980 
GSs-11 Statistician. l 6,3 
GS-9___........| Loan clerks 2 10, 880 
GS-7 Seeretary 1 4, 525 
GS-5 Clerk 4 14, 680 
GS-4 do 2 6, 80 
GS-3 : do l 1s 


Total 19 122, 35 
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PRAVEL 


Mr. Passman. You had $100,000 for travel for fiseal 1957 ? 

Mr. Wavenu. Yes, sir. We made an estimate of $130,000 for fisea] 
LDDs. 

Mr. Passman. You are asking for $30,000 additional, making a 
total of $130,000 for fiseal 1958 as « ompared to $100,000 in fiseal LODT 

Mr. Waven. That is correct. 

Mr. Passman. For fiseal 1956 your expenditures amounted to $72, 
925 for travel. How much do you expect to expend for travel in fiseal 
vear 1957 ending June 30, 1957 ¢ 

Mr. Waven. To date we have spent $71,537. 

Mr. PassMan. Through what period / 

Mr. Waver. Through April 30,1957. During the 60 days remain 
ing we have travel items that will go in which will increase this fairly 
close to the $100,000 ¢ . 


NU MBER OF LOANS 


Mr. Passman. From your general statement it is indicated that in 
fiscal 1956 the bank made 156 export-import loans, using the number 
only, and in fiscal year 1957 it is estimated the bank will make 355 
export port loans. 

What is the estimated number for fisenl 1958? Is it 3737 

Mr. Waucu. Yes,sir. It ison the statement. 

Mr. PassMANn. Does the increased number of loans that you con 
template making account for some of the increase in travel require 
ments / 

Mr. Watuau. Yes, sir. 

Mr. SrampBaucnu. Plus the fact that we have never done as much 
travel as we should do. 

Mr. Waven. We have cut down on travel we should have been 
taking in the last 12 months. Having no branch offices and with the 
increased number of credits outstanding, it is imperative for the of 
ficers and directors te get mito the field as much as they possibly “a1 
to protect not only the credits we have outstanding but to investigate 
hew Cases, 


CONTRIBUTION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Passman. Another large increase is for Civil Service retire 
ment payment 1 the amount of 897,000. That is mandatory and there 
s not a thing in the world you can do about it, is that correct 

Mr. Wacen. Heretofore the Export-Import Bank has never ha 
that item in its statement. When we were appearing before the com 
mittee for the extension of our act, they asked if there was any objec 
tion on our part to including it, and we said quite the contrary, that 
we thought it should be included, and that we should pay our fair costs 
of retirement out of our earnings. 


NET PROFIT OF THE BANK IN FISCAL YEAR 1956 


Mr. Passman. Mr. President, what was the net earnings of the bank 
for fiscal 1956 4 
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Mr. Waveu. The net earnings of the bank for 1956—and by net | 
use the figure after the payment of expense and interest—#60.2 million. 

Mr. Passman. $60.2 million net profit after interest and administra 
tive expenses, net money to the credit to the Treasury ? 

Mr. Waven. Yes, sir. And from that sum of $60.2 million we 
paid $22.5 million on dividends on the original billion and added 
$37.7 million to the reserves of the bank. 


AVERAGE INTEREST RATE ON LOANS 


Mr. Passman. What is your average interest rate prevailing now 
compared, we wili say, to 1956? 

Mr. Waven. ft would say that the rate we are charging today will 
average 514 percent, which is probably a full half percent over the 
rate charged a year ago. 

Mr. Passman. In other words, the interest rates prevailing in this 
country reach into the Export-Import Bank operation / 

Mr. Waven. The governing factor in our interest rate is the rate 
we pay the United States Treasury for the money we borrow, which 
during the past 5 months has been the highest rate the bank has paid 
in its history. 


NET PROFIT OF THE BANK IN FISCAL YEAR 1957 


Mr. Passman. What is the estimated net income for fiscal 1957? 
That is, if you have been able to project that figure to June 30. 
Mr. Waven. Approximately the same as last year, $60.7 million. 


ANTICIPATED NET PROFIT OF THE BANK IN FISCAL YEAR 1958 


Mr. Passman. Do you have an estimate for fiscal 1958 4 

Mr. Waveun. We have estimated $63.1 million for 1958. Both of 
those figures are net after the payment of interest, and after payment 
of administrative expense. 


REPAYMENT OF LOANS IN DOLLARS 


Mr. Passman. Are any of the loans to foreign countries payable in 
local currencies / 

Mr. Waveu. No, sir, we make our loans in dollars and collect in 
dollars. 

Mr. PassmMan. You do not make loans repayable in inconvertible 
‘urrency / 

Mr. Wavucu. No, sir. 

Mr. Passman. Do you have any comment to make on that ? 

Mr. Waven. I have commented in my testimony on April 10 be- 
fore the Senate committee when I said that the question of making 
too many loans repayable in soft currencies was fraught with danger, 
in my opinion. 

Mr. Passman. You are still of the same opinion ? 

Mr. Waveu. I have no reason to change that opinion. 

Mr. Passman. In many instances we have very little use for the 
currencies of certain nations? 

Mr. Waven. We have, as you know, something over $2 billion 
worth of currencies of other countries now that have been acquired 
through the sale of agricultural surpluses. That money, of course, is 
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loaned for the economic development in many countries and is used, 
of course, in part for the expenses of our own Government within the 
respective countries. a. 

Mr. PassmMAn. I asked the question for this reason. Mr. Benjamin 
“airless, the President's coordinator of the foreign aid program, ap- 
peared before our committee several weeks ago. He stated that our 
policy of making these loans repayable in “inconvertible currency 
should be terminated now, that it was bad policy for this country to be 
in possession of so much of the currencies of some of the other coun- 
tries. That is why I thought it would be well to clear that up. The 
main question is that you do not make such loans. 

Mr. Waven. That is correct. Our loans are all made in dollars and 
repayable in dollars. 


AMOUNT OF OUTSTANDING LOANS 


Mr. PassMAn. What was the total amount of outstanding loans as 
of June 30, 1955, and if you can give it to us, as of June 30, 1956? 

Mr. Waven. At the end of fiscal 1956 we had $2,648.83 million out- 
standing in loans. 

Mr. Passman. Is that 1956? 

Mr. Wavuen. Yes. 

Mr. Passman. Do you have 1955% That was as of June 30, 19564 

Mr. Wauen. Yes, sir; $2,740.1 million for June 30, 1955. 

Mr. Passman. How about fiscal year 19577 

Mr. Waveu. Let me add one other figure to the fiscal year 1956 fig- 
ure. That same day we had $740.1 million authorizations that were 
not disbursed. So our total exposure is the total of those two figures, 
namely, $3,388.4 million. 

The same figures for the end of 1957 will be estimated at $38,100.3 
million and our undisbursed authorizations as of that date will be 
$1,098 million. 

Mr. Passman. What was the total amount of loans made during 
fiscal 1956? 

Mr. Waveu. The new credits authorized in fiscal year 1956 were 
156 in number for $378.7 million. 

Mr. Passman. For fiscal 1957 what is the estimate / 

Mr. Waveu. The estimate for fiscal year 1957 is $1,140 million. 

Mr. Passman. Could you furnish an estimate for the fiscal year 
1958, the number of loans and the dollar amount / 


NUMBER OF LOANS ANTICIPATED FOR FISCAL YEAR 1958 


Mr. Waveu. We estimate that there will be $850 million in loans in 
1958 and 373 in number. Perhaps I should say, to be consistent, that 
of actual loans paid out we would have to decrease the first figure for 
L957 by $500 million and add that to fiseal year 1958. This is 
assuming there will be no drawdown on the United Kingdom loan 
prior to June 30, 1957. I think it is rather interesting to get the 
Increase In number of loans we have made during those years. 

In fiseal 1956 we made 156 loans. We have made a larger number 
than that to date with 2 months yet to go. We estimate there will be 
373 loans in 1958. In other words, I believe we will double the 
number of loans in 2 years. 
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Mr. PassMANn. Some of these loans are to countries where you have 
made loans heretofore / 

Mr. Waveu. Yes, most of these loans are loans of our exporter type, 
which result in our manufacturers in this country—more manufac 
turers in this country in number of units selling to countries through 
out the world. 


LOANS FOR THE PURCHASE OF GOODS AND MATERIALS WITHIN U.S. 


Of course, you understand that all of the loans we make to foreign 
purchasers are for purchases that are made within the United States, 
and the dollars stay here for goods and services purchased within the 
United States. 

Mr. Passman. Is there no exception to that rule / 

Mr. Waueu. There is no exce ption to that rule that I know of. 

Mr. StamBauGu. There have been very minor exceptions in connec 
tion with project development credits where, in order to round out a 
project, it was necessary to buy something off shore. In those cases 
we have permitted the use of a very small portion. 

Mr. Passman. That is a small percentage’ Even if the loan ts 
made to a foreign government, they in turn place orders for some 
thing produced in this country / 

Mr. StampavGn. Yes. 


STATEMENT OF LOANS AND AUTHORIZED CREDITS 


Mr. Passman. Is there any objection to inserting in the record a list 
of all loans outstanding as of December 31, 1956, by country 4 

Mr. Waven. The loans by country are in the annual report “ in 
the semiannual report submitted to the Congress. There will be a 
new report that will be submitted as of June 30 this year. 

Mr. Passman. The list of countries is not too voluminous; is it / 
You would not have to go into detail. Is there any objection to its 
going into the record ? 

Mr. Waveun. (Juite the con trary. We are de lighted to have it in 
the record. I thought you meant a detailed statement. 

Mr. Passman. Not the details, just the creditor, the name of the 
country, and the amount. I think Mr. Gary has asked for that in the 
past. 

Mr. Gary. Yes. 

Mr. Passman. I think it would be page 1 here. 

Mr. Waucu. Those are terminated credits. 

Mr. PassMan. You can get the credits there by country. 

Mr. Waven. You understand, of course, that the loans made by 
country are not made to the countries themselves. In other words, in 
calendar year 1956 we made 193 loans and only 10 loans were made to 
governments. 

Mr. Passman. By that I meant the people doing business in the 
countries. 

Mr. Waveu. That is what I wanted to clarify. In calendar year 
1956, 23 loans were made to individuals with government guaranties 
but 160 loans were made without a government guaranty. 

Mr. Passman. Without objection, we shall insert this entire list. 

(The information referred to follows :) 
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NONCOLLECTIBLE LOANS 


Mr. Passman. Do you have a compil ition of the total number and 
amount of noncollectible loans made since the ince ption of the Export- 
Import Bank ¢ 

Mr. Wavucu. We have a tabulation of the loans that have been 
charged off and loans that were fully reserved. We submitted this 
list to the committee at the time we were examined in connection with 
the extension of our charter, which we will be very happy to supply 
for the record. 

Mr. PassmMan. Insert that in the record. 

(The information referred to follows :) 
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Mr. PassMAN. Percentagewise your losses have been very small? 

Mr. Waveu. Our losses that have been charged off and fully re- 
served to date are $525,000 or one-hundredth of 1 percent of the loans 
actually paid out. 

Mr. Passman. One-hundredth of 1 percent ? 

Mr. Waven. Yes, sir. 

Mr. PassmMan. Do you have any in the questionable category that 
you anticipate will have to be charged off in the future? 


DELINQUENT REPUBLIC OF CHINA LOANS 


Mr. Waueu. In the $2,600 million of loans we have outstanding to- 
day there are some credits that are ni iturally stronger than others. 
We have a series of credits which were made to China when Chiang 
Kai-shek was on the mainland. We made a detailed statement, which 
has already been published in the House report, and which we will 
submit to you for your report as well if you desire. 

Mr. Gary. What is the present situation on the China loan? 

Mr. Wacen. Off the record. 

(Discussion off the record.) 

Mr. Passman. Is there any nie to putting this in the record ? 

Mr. Wavcu. No, but I would like to supplement it. Since this re- 
port was made on credit No. 396, the Federal court has awarded us 

judgment against the insurance company for certain of the ships 
that were taken over by Communist China. The insurance company 
has appealed, but we felt very encouraged to receive the judgment 
against the responsible insurance carrier. 

Mr. Gary. How much? 

Mr. Anperson. Approximately $1,300,000. 

Mr. Wavcu. With interest at 3 percent, the judgment to carry 6 
percent from the date due. 

(The information referred to follows :) 
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Mr. PassmMan. Mr. Waugh, you mentioned earlier that your losses 
were so very small compared to the total number of loans made and 
collected since the inception of the Export-Import Bank. If this series 
of loans to the Republic of China that appears to be uncollectible 
should be charged against that, what effect would that have on the 
overall / 

Mr. Waven. The reserves of the bank as of the close of December 
31, 1956, were $435.1 million. We have felt that the reserves the bank 
has accumulated are more than adequate to take care of any losses such 
as the one we have just been discussing, and the Directors of the bank 
have not given up on the possibility that these loans will at some time 
be paid. 

Mr. Passman. Would I be correct in assuming that much of the 
equipment to whatever was purchased with these loans while Chiang 
Kai-shek was on the mainland of China fell to the Chinese Com- 
munists when he was pushed off the island / 

Mr. Waveu. That is correct. The total amount of loans made to 
the Republic of China was $202 million. Of that amount $170.6 mil- 
lion has been repaid. We have already collected $170.6 million. These 
loans We are discussing are the balance of the unpaid loans, principal 
balances totaling $30.9 million. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


COTTON LOANS 


Mr. Passman. I notice on page 21 of the justification you deal with 
cotton. Have you had an increase for loans, by which cotton may be 
purchased and exported / 

Mr. Waven. There has not been any marked increase, Mr. Chair- 
man. We have had credits from Japan each year for $60 million; 
these loans in times past have been 12- os 15-month loans, and always 
paid on or before they are due. This year, however, we did extend an 
$8 million loan to the Government of eatel ia, Which I think is the sec- 
ond loan we have extended to Austria. 

Mr. Passman. Of course, there has been a very noticeable increase 
in our cotton exports, beginning last October. It is continuing. We 
have sold several million bales of cotton. I wondered if there had 
been any loans made by the Export-Import Bank for that. 

Mr. Waven. A great deal of that cotton was sold under Public Law 
180, sir, and, therefore. does not come in to us In our regular loaning 
operations. 

Mr. Passman. I think we would like to insert in the record page 21 
of the justifications. 
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(The material referred to follows :) 


Cotton credits extended by Export-Import Bank of Washington 


| | | 
Date Amount of | | Number | Estimated 
Country | authorized credit | Disbursed | of bales | bales to be 


financed | financed 





Authorized in fiscal year 1957; Japan... Aug. 23, 1956 ve, 000, 000 ‘$16, 877. 242 112, 516 | 287, 484 
Authorized in fiscal year 1956: Japan | July 21, 1955 60, 000, 000 | 59, 877, 567 330, 000 | 
| | — nat —>=—=_—_——_—_—— ——_—_———_—— -— — 
Authorized in fiscal year 1955 ( 
Austria eh | Apr. 7, 1955..-| 6,000,000 | 5, $62, 192 34, 974 
Japan | July 22, 1954 60, 000, 000 | 59,900,590 | 313, 540 
Total | 6, 000, 000 65, 762, 782 348, 514 
Credits previously authorized | | | | 
Austria | Apr. 4, 1952.._| 6,000,000 | 5, 213, 954 26, 456 
China : | Jan. 3, 1956 | 33,000,000 | 32, 976, 442 255, 685 
Colombia Nov. 1, 1951___| 20,000,000 | 8, 448, 052 36, 841 
Czechoslovakia Oct. 21, 1936 __| 795, 000 | 795, 000 14, 005 
Do May 29, 1946__| 20,000,000 | 19, 987,014 111, 262 
Europe, postwar credits 1945-46 | 95, 706, 625 | 95, 706, 625 546, 895 
Germany. Aug. 13, 1947__| 23,592,103 | 4, 592, 103 24, 800 | 
Germany, Western Sept. 2, 1951...| 50,000,000 | 49, 439,829 | 210, 108 
Finland Dec. 24, 1945__| 17,000,000 | 16, 961, 773 91, 516 
France May 8, 1952 45, 000,000 | 27,026,150 | 146, 591 
Italy Jan. 7, 1937 | 13,370,000 | 13,370,000 | 294, 934 
Do Jan. 21, 1946 __| 25,000,000 | 24, 638, 812 146, 960 
Japan Apr. 21, 1948 55, 158, 121 | 40, 158, 121 246, 550 
Do Nov. 15, 1951 40, 000, 000 | 39, 900, 132 180, 278 
Do Apr. 9, 1953 | 40,000,000 | 39, 950, 114 212, 680 
Do Oct. 21, 1953 60, 000, 000 | 59, 860, 224 320, 850 
Poland Nov. 3, 1938 2,599,700 | 2, 506, 209 46, 150 
Spain July 28, 1939 13, 350, 000 | 13, 008, 200 245, 986 
Do Jan. 3, 1952 12, 000, 000 | 11, 964, 751 55, 836 
Do Apr. 9, 1953 12, 000, 000 | 11, 689, 477 62, 086 
Yugoslavia Jan. 11, 1951 12, 977,100 | 12,977, 100 52, 370 
Total 507, 548, 649 531, 269, 082 (3, 328, 839 
Total Export-Import Bank credits 783, 548, 649 673, 786, 673 |4, 119, 869 287, 484 
Mutual Security Agency-ECA (Spain) Feb. 8, 1951 5,000,000 | 4, 900, 750 20, 181 
Total cotton credits 788, 548, 649 678, 736, 423 4, 140, 050 287, 484 


RELATIONS WITH INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Passman. What is your connection with the ICA # 

Mr. Wavcu. We hi ave no direct connection with the organization, 
but under the law we are the administrative agency for their credits, 
which are all listed in our December 31, 1956 report to the Congress, 
under pages 110 to 120, inclusive. 

Mr. PassMan. The type of loans that you find here on page 19. which 
has to do with the ICA, are the type of loans that you could not make 
and in all probability you would not make as a banker; is that correct 

Mr. Waven. The theory is, Mr. Chairman, the ICA loans that have 
been made are not loans that would be eligible under the act of the Ex- 
port-Import Bank. 

Mr. Passman. Yes. Of course, I understand the charter limits the 
type of loan you can make. Would not the type of credits have a lot 
to do with it also? 

Mr. Waveu. That is what Imean. When I say “loans,” I mean type 
of credit. 

Mr. PassmMAn. In other words, the type of security and the type of 
loan you make, a banker would not consider eligible for consideration ‘ 

Mr. Waven. Under the act under which we are operating: that is 
ccrrect. 

Mr. Passman. Which is ona sound banking basis. 

Mr. Waven. That is correct. 
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Mr. Passman. That is where you get your limitations—the sound- 
ness of the loans ? 

Mr. Waven. Yes, sir; plus the fact that many of the ICA loans are 
made with an optional payment in soft currencies. 

Mr. Passman. Also with an option that the currencies will not be 
spent in a country if it is going to have an impact on its economy. 
The government itself elects when you spend that currency in its coun- 
try. Are you familiar with that phase of the loan contracts? 

Mr. Waven. Yes, sir. 

Mr. Passman. Mr. Waugh, the committee is very grateful for the 
information you have furnished. We think you have an excellent 
record here. That was one reason why the committee wanted certain 
parts of the justifications inserted in the record, so that all members 
may see what an excellent job you are doing conducting the affairs of 
the Export-Import Bank. 

Mr. Waveu. If any individual member would like to have us come 
back and go over any of these problems with him, we would be de- 
lighted, Mr. Chairman. Weare very thankful for the courteous treat- 
ment you have given us. 

Mr. Passman. I do not think that will be necessary. We appreciate 
the fact that you will make yourself available if some other member of 
the committee should like to ask questions. 

Mr. Waveu. We are rather proud of the record and like to talk 
about it. 

Mr. Passman. The committee will stand adjourned. 


May 28, 1957. 
RYUKYU ISLANDS 


WITNESSES 


MAJ. GEN. C. K. GAILEY, CHIEF, OFFICE OF THE CHIEF OF CIVIL 
AFFAIRS AND MILITARY GOVERNMENT 

LT. COL. AUSTIN J. HALL, OFFICE, CHIEF OF ENGINEERS, MILITARY 
CONSTRUCTION 

RODERICK GILLIES, DEPUTY CIVIL ADMINISTRATOR, USCAR 

STUART T. BARON, DIRECTOR OF ECONOMICS AND FINANCE, USCAR 

W. F. PINCKERT, POWER DIRECTOR, UNITED STATES ARMY, 
RYUKYU ISLANDS 

EDWARD W. 0O’FLAHERTY, CHIEF, ECONOMICS DIVISION, OCAMG 

OSCAR MEIER, DEPUTY CHIEF, PROGRAM MANAGEMENT BRANCH, 
ECONOMICS DIVISION, OCAMG 

HENRY WOHL, CHIEF, ECONOMICS BRANCH, ECONOMICS DIVISION, 
OCAMG 

JOSEPH S. HARBISON, PUBLIC AFFAIRS DIVISION, OCAMG 

W. E. NOWELL, BUDGET OFFICER, OCAMG 

MAJ. GEN. WILLIAM S. LAWTON, DIRECTOR OF ARMY BUDGET 

STUART H. D. FREED, BUDGET ANALYST 


Mr. PassmMan. The committee will come to order. 

There are two items we shall discuss this morning for the Ryukyu 
Islands; No. 1, the administrative expense, and No. 2, a capital item 
for a power system. I suppose that is for some future date, but we 
shall discuss it this morning. 








ADMINISTRATIVE EXPENSES 


PROGRAM AND FINANCING 


1956 actual 


Program by activities 
1. Administration $1, 230, 936 
2. Exchange of persons 33, 35 
3. Aid to Ryukyuan economy 1, 664, 441 


Total obligations 2, 928, 
Financing: Unobligated balance no longer available 71, 2 


‘ 


Appropriation 3, 000, 000 


Obligations by objects 


1956 actual 


ADMINISTRATION, RYUFYU ISLANDS 
Total number of permanent positions 452 


Full-time equivalent of all other positions 1 


A verage number of employees 402 
Number of employees at the end of the year 332 
Average salaries and grades 
General schedule grades 
Average salary $6, 061 
Average grade GS-8.5 
Ungraded positions, local overseas: Average salary $553 
01 Personal services 
Permanent positions $931, 763 


Positions other than permanent 
Regular pay above 52-week bass 3, 705 


Payment above basic rates 100, 754 


Total personal services 1, 036, 23 
02 Travel 23, 4 


03 Transportation of things 101, 796 

04 Communication services 39, 978 

05 Rents and utilities 1, 140 

06 Printing and reproduction 10, 310 

07 Other contractual services 142, 067 

08 Supplies and materials 23, 887 

09 Equipment 19, 536 

11 Grants, subsidies, and contributions 1, 485, 000 

Contribution to retirement fund 

Total, administration, Ryukyu Islands 2, 883, 357 
ALLOCATION TO UNITED STATES INFORMATION AGENCY 

07 Other contractual services 15, 040 

08 Supplies and materials 16, 443 

Total, United States Information Agency 31, 483 
ALLOCATION TO DEPARTMENT OF HEALTH, EDUCATION, 

AND WELFARE 

02 Travel | 5, 505 

07 Other contractual services 2, 520 

Total, Department of Health, Education, and Welfare &, 025 
ALLOCATION TO FEDERAL COMMUNICATIONS COMMISSION 

02 Travel 4, 205 

07 Other contractual services 1, 657 

Total, Federal Communications Commission 5, 862 

Total obligation 2, 928, 727 


1957 estimate 


$1, 280, 000 
200, 000 
870, 000 


2, 350, 000 


2, 350, 000 


1957 estimate 


379 


366 
366 


$6, 022 
GS-8.4 


DOO / 


$938, 222 
5, 000 


85, 103 


1, O28, 325 
50, 591 

47, 368 
39, 850 
10, 100 
33, 300 
275, 961 
40, 880 
20, 050 

00, O00 


20), OM 
16, 550 


36, 550 


5, 505 


2, 520 


8, 025 


2, 350, 000 


1958 estimate 


$1, 575, 000 
210, 000 
2, 090, 000 


3, 875, 000 


3, 875, 000 


1958 estimate 


$6, 218 
GS-8.6 


$705 


$1, 136, 638 
OOD 
718 
88, 237 


tw 


5u0 
219 
24, 622 
38, 550 
14, 920 
23, 900 
313, 140 
64, 389 
2Y, 261) 
2, 000, 000 

59, 410 


3, 875, 000 


, 875, OO 
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Budget authorizations, expenditures and balances 

















1956.actual | 1957 estimate | 1958 estimate 
—— — ——-- ——— —————_— en | 
BUDGET AUTHORIZATIONS AVAILABLE 
A ein ais Be a a $3, 000, 000 $2, 350, 000 $3, 875, 000 
ob igated balance____- - . ; 546, 942 290, 602 233, 602 
Restored from certified claims aeeount -- tus tiésess. sid. Sd 30, 000 ane 
Total budget authorizations available... os 3, 546, 942 2, 670, 602 4, 108, 602 
mimetic I | 
EXPENDITURES AND BALANCES 
Expenditures— | | 

Out of current authorizations.........__- bos 2, 606, 317 | 2, 175, 000 | 3, 581, 000 
Out of prior authorizations.._.-_- eae ~ : 390, 110 225, 000 119, 000 
I es peverteigetec tid tel tess eee esa aaeag in iaaicesa eal 
Total expenditures eee Se | 3,086,427 | 2, 400, 000 | 3, 700, 000 

Balance no longer available: 
Unobligated (expiring for obligation) ......--- id= bien Ths FER hess cei ee — 
Other_- s : ; anes 98, 640 37, 000 | 65, 000 
Obligated balance carried forward......................-..--- 290, 602 233, 602 | 343, 602 
Total expenditures and balances._......-.-- panei 3, 546, 942 2, 670, 602 4, 108, 602 





The amount of $3,875,000 is requested for administrative expenses 
for fiscal year 1958 as compared to $2,350,000 appropriated for the 
current fiscal year, or an increase of $1,525,000 which is approximately 
a 65 percent increase. 


SUMMARY JUSTIFICATION DATA 

At this poimt in the record we shall insert pages 5 through 11 of the 
justifications. 

(The pages referred to are as:follows :) 


Statement relating appropriation estimate to current appropriation 


1956 appropriation (including supplementals)_~_____-___--_____-_- $3, 000, 000 
1957 budget estimates (including amendments and supplementals 
GEAR | C0 COM) aa inichcicresttetectcncicsicein apne en de 2, 380, 000 
S| SIP OEEE EEN) NUR nn 2, 350, 000 
Total appropriation for fiscal 1957...................-.... 2, 350, 000 


Deductions : 


1. Aid to the Ryukyuan economy: Decrease in re- 
quirements for funds to finance ocean transporta- 
tion costs for shipment of donated relief supplies__. $380, 000 
Total deductions > —30, 000 
Additions: 
1. Aid to Ryukyuan economy: Increase in require- 
ments for economic assistance to the Ryukyu 
Islands for accelerated rehabilitation and de- 
velopment projects, including construction of 
educational facilities, hospital and health facili- 
ties, police and immigration facilities and long 
range development of industries____ $1, 250, 000 


§3525—a7 5 
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Statement relating appropriation estimate to current appropriation—Continued 


Additions—Continued 
2. Civil information and education (reorientation) : 
Increase in requirement for funds to finance 
students under Ryukyuan students exchange 
OS eS I aaa ea scmaadi 

8. Administration : 

(a) Increase in requirements for pay of 
civilian personnel due to necessity of 
expanded staff for internal revenue, 
increased legal activities, increase in 
wage scale for indigenous employees 
aud contribution to civil service retire- 
OSI os Fn edict lp cc annascteniatee archi 

(6) Increase in travel of civilian employees 
due to increased staff_____.__.____- 

(c) Increase in incidental operating expenses 
necessary to support increased staff as 
the result of planned reorganization of 
Ck os deci cee ae 


Subtotal, administration 





TOUT MOGI oe ee 


Adjusting entry for transfer of requirements for 
payment of indigenous employees from project 160 
(information and education materials and serv- 
ices) to project 410 for (pay of civilians, 
Ryukyus) 


Total appropriation estimate, fiscal year 1958 


Analysis by activities 





$10, 000 


334, 000 
9, 000 


992 
as 


000 


366, 000 





+$1, 626, 000 
3, 946, 000 





— 71, 000 


3, 875, 000 























' 
Activities Fiscal year | Deductions} Additions | Fiscal year 
1957 1958 
1, Aid to Ryukyuan economy: 
(a) Transportation of commodities -- P $40, 000 $30, 000 |...... ~~-=-] $10, 000 
(b) Support of government services and projects 750, 000 pesca ‘ $250. 000 1, 000, 000 
(c) Economie development financing tna wt 1, 000, 000 1, 000, 000 
(d) Technical cooperation 80, 000 ‘ Hines 80, 000 
Subtotal, aid to Ryukyuan economy----------- 870, 000 30, 000 1, 250, 000 2, 090, 000 
2. Civil information and education (reorientation) --.... 200, 000 10, 000 210, 000 
Subtotal—Civil information and education -- 200, 000 10, 000 | 210, 000 
3. Administration: 
(a2) Information and education materials and 
services : | 120, 000 71, 000 |__-- 109, 000 
(b) Pay of civilian employees 957, 000 | 334,000 | 1, 291, 000 
(c) Travel of civtian employees. - i ji 45, 000 9, 000 54, 000 
(d) Incidental operating expenses.-__- 98, 000 | 23, 000 | 121, 000 
Subtotal, administration | 1, 280,000 71,000 | 366,000 | 1, 575, 000 
(es ee ee (Se => = —— } 
Total appropriation or estimate 2, 350, 000 | 101,000 | 1,626, 000 3, 875, 000 








Wseisesicoce 
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JUSTIFICATION oF Estimates, Fiscan YEAR 1958 


Comparative summary of obligations by projects and fiscal year 

















' ; 
Actual | Estimated Estimate, 
Project | Purpose of projects obligations, | obligations, | fiscal year 
No. fiscal year | fiscal year | 1958 
1956 | 1957 
‘160 | Information and education materials and a vtaia.| $174, a | $180, 000 | $109, 000 
410 | Pay of civilian employees-_-_-..-.-.-- Je csdde ae 975, ( 5 | 957,000 | 1, 291, 000 
415 | Travel of civilian employees_.......-. pital Mela 15, ri 45, 000 | 54, 000 
420 | Transportation of commodities__.............____- 99, 475 40, 000 | 10, 000 
430 | Incidental! operating expenses eet a eee oS are 65, 128 98, 000 | 121, 000 
440 | Aid to Ryukyuan economy _.- SR cat aL ee 1, 485, 000 | 750, 000 | 1, 000, 000 
445 | Economic development financing..............-- bsieaedaue ol sek en 1, 000, 000 
AD 5, Te 0 I ia scsi ich ingen eee ncaa 33, 688 200, 000 210, 000 
$00: | “Teummical cdoperetam... 5. i 79, 960 | 80, 000 80, 000 
RE. cn ile 5 Re tnd Oe 1 2, 928, 727| 2,350, 000 | 3, 875, 000 
Unoviisated baenees é 6b 55k se sc is. Sk 2 71, 273 A, Rt adaebelcacdchtwlehow 
Total appropriation or estimates. .........-- 3, 000, 000 | 2, 350, 000 3, 875, 000 








a eee a = « i | wd boy 4 


1 Obligations shown are as of June 30, 1956. 


2The above amount representing unobligated balance fiscal year 1956 is comprised of the following 
breakdown: Administrative deduction $4,000; project 415, ‘Travel of civilians,’ $29,366, due to delay or 
nonbilling by MSTS for civilian travel and lag in recruitment program; project 410, ‘‘Pay of civilians,” 
$11,925 is also due to lag in recruitment of personnel; project 420, “‘ Transportation of commodities,”’ $14, 125 5, 


caused by late cancellation of certain surplus agricultural commodity shipments; project 160 ‘‘ Information 
and education materials and services,’’ $5,505, due to lag in procurement of materials; and project 450, 


“Exchange of persons,”’ $6,352, due to late arrival in United States of Ryukyuan vational leader’s group. 


Comparative summary obligations by objects, fiscal years 1957 and 1958 


| | | 
| Estimate, |. Estimate, Inerease (+) 
By object of expenditure 





| fiscal year fiscal year | or de- 
| 1957 1958 | crease (—) 

Oe: ee eNONO BON V 1Gii 5 35 hho ide skein cists | $1,028, 325 $1, 231, 590 | +$203, 265 
02 Travel. ntitigis dia cedeegihlte is cisohiindk &ccekocie soa tea cael 65, 096 | 75, 219 | +10, 123 
Q3 Transportation of things..............._.......-.--------- 47, 368 | 24, 622 | — 22, 746 
04 Communications._..........- aa ae a oS os 39, 850 | 38, 550 —1, 300 
Oe Mente deat tities 25s? 10, 100 | 14, 920 | +4, 820 
cen QONN RIN i 5. os corciceintia nen Babe SERS | 33, 300 | 23, 900 | —9, 400 
ae... 298, 481 | 313, 140 +14, 659 
Gt eee nies GRIUOIE oe se de ee. 57, 430 | 64, 389 | +6, 959 
re | 20, 050 | 29, 260 +9, 210 
ll Grants, subsidies and contributions..........--__- nekhiindl 750, 000 | 2, 059, 410 +1, 309, 410 

Total obligations aL +1, 525, 000 


LE Ae NS SO 4 ah ios 1, 2, 350, 000 | 3, 875, 000 











Mr. Passman. Before getting any further into the details, we should 
like to hear from General Gailey. Do you have a statement that you 
would like to make to the committee at this time ? 


GENERAL STATEMENT 


General Gattry. Yes, if it is the pleasure of the committee. 

Mr. Chairman and gentlemen, it is a privilege to have the oppor- 
tunity of again appearing before you to present for your consideration 
the budget requirements for the United States Civil Administration 
of the Ryuky u Islands. Previous requests for funds “Administra- 
tion, Ryukyu Islands” for fiscal years 1947 through 1957 have been 
made under the title “Government and Relief in Occupied Areas” 
(GARIOA). 

The use of funds appropriated by the Congress for the Ryukyu Is- 
lands since fiscal year 1947 has resulted in a salutary improvement in 
economic conditions in these islands, which, as the House Armed Serv- 
ices Special Subcommittee headed by Congressman Price pointed out 
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in its report (No. 86), constitute an essential part of our worldwide 
defenses. The applications to which prior year funds have been put 
are listed in an attached table for your ready reference. It will be 
noted from this table that United States aid has fallen off sharply since 
1953, which was the last year in which major shipments of food were 
provided from appropriated funds. During the period 1947 through 
1949 most of the aaeliee furnished were distributed to the population 
on a relief basis. Beginning in 1950, however, commodity imports 
were sold for local currency (B yen) which was used to help maintain 
essential government functions, to finance public-development projects 
and to establish a loan fund to assist private business. In fiscal year 
1955 commodity aid was terminated and since that time appropriated 
funds have been utilized directly for support of the economy. This is 
accomplished by grants to the local government (Government of the 

tyukyu Islands), which expends them under the supervision of the 
United States Civil Administration. 

Notwithstanding the degree of recovery thus far achieved, the econ- 
omy is still far from self-sufficient. The Civil Administration of the 
Ryukyus has realistically charted its course toward self-sufficiency by 
an economic plan encompassing the years 1956 through 1960. During 
this period the Civil ibbacadaradiee hopes to increase the gross na- 
tional product of the Ryukyus from the 1955 level of $131.7 million to 
a 1960 level of $187.3 million. 

Although the major portion of the cost of the above plan is being 
financed from Ryukyuan sources, private and governmental, some 
United States assistance will still be required. The largest item of the 
proposed United States fiscal year 1958 aid, excluding the cost of 
power facilities, will be used to augment the revolving loan fund, men- 
tioned earlier, which is serving such a useful purpose in providing 
necessary long-term credit for financing self-liquidating projects. It 
is also proposed that we continue grants to the local government 
which, in effect, reimburse it for the added costs of public health and 
safety services which stem from the presence of the large number of 
United States Forces personnel in the islands. There are also in- 
cluded certain grants-in-aid for financing governmental programs and 
projects which are not self-liquidating but which are of particular im- 
portance in advancing United States objectives. 

The foregoing requirements are incorporated in the request entitled 
“Administration, Ryukyu Islands” which totals $3,875,000. In a sep- 
arate presentation entitled “Construction of power systems, Ryukyu 
Islands, Army,” we are also asking the Congress at this time for $9,- 
200,000 to expand the land-based power generating capacity in the 
Ryukyus. 

If the committee will refer to page 8 of the justification labeled 
“Administration, Ryukyu Islands” it will observe that the request is 
divided into three major sections, in accordance with the standard 
form of presentation used in the past. The $3,875,000 requested is an 
increase of $1,525,000 over the amount approved by the Congress in 
fiscal year 1957. The major part of this increase is accounted for 
under the activity section, “Aid to the Ryukyuan economy,” by the 
$1 million needed for loans to accelerate the growth of private enter- 
prise to which I have previously referred. More specifically the cur- 
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rent request in this section is related to the amount approved for fiscal 
year 1957 as follows: 

1. Transportation of commodities: The reduction of $30,000 unde. 
this project is made possible by a decrease in the requirements for 
funds to finance ocean-transportation costs of donated relief commodi- 
ties. Transportation costs of surplus agricultural commodities 
made available under the provisions of title 3 of Public Law 480 and 
formerly financed under this appropriation, are now being financed 
from funds also provided under Public Law 480. 

2. Support of Government services and projects: Funds for this 
purpose in fiscal year 1958 are proposed to be employed in two general 
areas: 

(1) The same amount as this year ($500,000) is proposed for reim- 
bursement to the Government of the Ryukyus for increased costs in the 
GRI’s expenditures for services in the fields of public safety and im- 
migration and public health and sanitation, necessitated by the pres- 
ence of United States forces. This $500,000 is approximately 15 
percent of the estimated total cost of these services during fiscal year 
1958. (2) Support of the GRI public buildings construction program 
is needed in the amount of $500,000. There is a proposed decrease of 
$135,000 in the contribution to the public-school construction program. 
This decrease is possible as a result of the greater reapenashitity as- 
sumed by the local government which, it is estimated, will build 600 
mblic-school classrooms from its own funds in fiscal year 1958. The 
United States contribution of $115,000 will replace 46 wooden class- 
rooms built under emergency conditions just after the war. In- 
creases include contributions for the construction of a general class- 
room building and a dispensary for the University of Ryukyus of 
$67,500 and $10,000, respectively; $150,000 toward construction of a 
100-bed hospital on the southern island of Miyako, the total cost of 
which is $250,000; a health center in Naha costing $75,000; and a con- 
tribution of $82,500 for a combination police-immigration building and 
Naha district police station building. The total cost of the latter 
is $175,000. 

3. The $1 million for economic development financing, to which we 
attach so much importance, is a new item in the fiscal year 1958 pro- 
gram. In the Ryukyus, as in most of the Orient, long-term credit has 
been difficult to obtain. Prior to the establishment of the Ryukyu Re- 
construction Finance Fund (RRFF) by the United States Civil Ad- 
ministration, the maximum term which could be obtained on a loan 
in the Ryukyus was 5 years. The RRFF, operated by the Bank of the 
Ryukyus as trustee, remains the only source in the Ryukyus of long- 
term credit for industrial, commercial. agricultural, and transporta- 
tion expansion. Resources of this fund in the past have accrued from 
yearly contributions of counterpart and net earnings of business-type 
operations, but are insufficient for fiscal year 1958 requirements. Coun- 
terpart funds are no longer available and repayments to the fund do 
not yet equal the requirements for servicing sound new loans. The 
attainment of the goals in the economic plan is dependent upon the con- 
tinuing availability of a long-term credit supply of approximately $5.0 
million annually. Loan repayments and interest earnings are current- 
ly running at about $3.5 million per year. Action being taken in 
connection with lump-sum payment for land is also expected to in- 
crease funds available for long-term credit. 
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4. The item designated “Technical cooperation” is to continue the 
contract with the Michigan State University for technical assistance 
to the University of the Ryukyus. A similar amount was approved for 
this purpose for the current fiscal year. 

The next section, “Civil information and education,” totaling 
$210,000 compares with $200,000 approved for fiscal year 1957. The 
increase in this project is necessary to cover increased costs for travel 
and maintenance, and for the resident training of 4 Ryukyuan doctors 
for 6-month periods each at the Ryukyu Army Hospital. 

The third section, “Administration,” proposes a net increase of 
$295,000 in the administrative limitation. The decrease of $71,000 in 
item (a) results from shifting the pay of indigenous employees pre- 
viously included under “Information and education materials and 
services” to “Pay of civilian employees” for fiscal year 1958. Accord- 
ingly, the $334,000 increase for “Pay of civilian employees,” in item 
(b) includes this $71,000 addition making the actual increase for pay- 
ment of personnel $263,000. This net increase is to provide an addi- 
tional 39 graded positions and 25 additional Ryukyuan employees. 
The additional requirements are for: (1) the establishment of United 
States staffed courts in the judicial system; (2) improvement of labor 
relations activities; (3) efficient administration of the land acquisi- 
tion and resettlement program; (4) monitoring the enforcement of tax 
and revenue laws; and (5) an expanded public-information program. 
There is also $59,410 included to cover the United States Government 
contribution to the civil service retirement fund, which was not pro- 
vided for in the fiscal year 1957 program. 

An increase both in the number for whom travel must be provided 
and in individual travel costs requires the addition of $9,000 for 
“Travel of civilians.” In spite of maximum economy, incidental oper- 
ating expenses are expected to be $23,000 more than the current year. 
This is inevitable in view of the establishment of the United States 
staffed courts, increased labor-relations responsibilities, land-acquisi- 
tion problems and the need for a more effective information program. 

As I previously stated, a request for funds in the amount of $9.2 mil- 
lion for “Construction of power systems, Ryukyu Islands” also has 
been submitted for your consideration. This proposal is to provide for 
increasing the electrical generating capacity for the island power sys- 
tem. It is planned to construct a petroleum fueled steam plant of 
22.000-kilowatt capacity with space for installation of a second 22,000 
unit. The justification involves information of a classified nature. 
I have with me, today, representatives from the Office of the Chief of 
Engineers and a member of my staff, Mr. Henry Wohl, who are pre- 
pared to present such information on this subject as the committee 
desires. 

I am most appreciative of this opportunity to present this introduc- 
tory statement. At your disposal for further discussions on the basic 
budget problems are representatives of the Far East Command and 
of the Office of Civil Affairs and Military Government whose names 
appear on the attached sheet. 

If it meets with the pleasure of the committee, sir, I will have Mr. 
Meier, who handles the budget, start with the detailed estimates. 

Mr. Passman. I think there will be some questions at this time. 

Thank you, General, for your statement. 
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Referring to the attached sheet on the funds appropriated for the 
Ryukyu Islands, beginning in 1947 it appears there was a continued 
increase through 1950 and then it begins to drop considerably. In 
1954 it was down to $2 845,000. It was up again in 1955. Then it 
dropped in 1956 and it dropped i in 1957. 

Now, there is a very substantial increase in your request for fiscal 
year 1958. Iam sure that is disappointing to the members of the com- 
mittee and will be to the Congress because the American people have 
made up their minds that either we are going to effect some economy 
in government, or our successors will. That is the way I see it accord- 
ing to the correspondence I receive. To see this item so greatly in- 
creased causes me some alarm, 


AMOUNT OF DIRECT AID TO RYUKYUAN ECONOMY 


I wonder if you would state for the record at this time how much of 
the total amount requested is for direct aid to the Ryukyu economy ? 

General Garry. $2,090,000. That is the direct aid. 

Mr. Passman. How does that compare with the amount for the pres- 
ent fiscal year ? 

General Garter. $870,000 was for the present fiscal year. That 
$500,000 was given to the government; $320,000 in public health and 
$180,000 for the police for the administration. 

Mr. Passman. In other words, you are requesting $1,220,000 more 
for that particular item for fiscal 1958 than was made available for 
the present fiscal year! g 

General Garry. That is right. 

Mr. Passman. Do you have an increase of $250,000 for support of 
government services and projects? 

General GatLey. Yes. 

Mr. PassmMan. Over the present fiscal year ? 

General Gamer. Yes. 


ECONOMIC DEVELOPMENT FINANCING 


Mr. PassMAn. This $1 million for economic development financing is 
anew item? 

General Garry. Yes. 

Mr. Passman. Why is it necessary to start a new program for the 
islands? 

General Garry. That was made as a result of a study that has been 
going on in the Ryukyu Islands, which we mentioned last year, of an 
economic plan through 1960. They want to set up this fund to help 
local industry to make loans on a long-term basis. It is thought by 
them and by us this new money we give them will help bolster up the 
economy and carry on this economic-aid plan they have gotten up. 

Mr. Passman. From whom will they be borrowing the mone y—our 
Government, or the Ryukyu reconstruction finance fund? 

General Gamer. This Ryukyuan reconstruction finance is under the 
direction of the civil administration out there, but it is administered 
by the bank of the Ryukyuans. 

Mr. Passman. This is a contribution to the Ryukyuan government 
and none of its is repaid to the Government of the United States? 

General Gaitry. That is right. 
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Mr. Passman. So far as we are concerned, it is an outright grant? 
General Gamrry. Yes. 


ECONOMY OF THE RYUKYUAN ISLANDS 


Mr. Passman. What is the economy of the Ryukyuans compared 
to previous years? Do you have a chart showing the per capita in- 
crease in income ? 

General Gainey. No, we do not have a chart showing that, but we 
have a chart showing the Ryukyuan budget. 

Mr. Passman. I think we are more interested at this time with the 
individual rather than the banks. How about the general economy ? 

General Gamry. We have some very interesting figures here I 
would like for Mr. Baron to give to the committee. 

Incidentally, these figures are taken from a speech made to the Ryu- 
kyuan Legislature on the date it convened by the deputy military gov- 
ernor out there, General Moore. 


PER CAPITA INCOME 


Mr. Baron. This is an analysis of 1956 compared to 1955. We have 
increased the national income from 14 billion yen up to about 15 bik 
lion yen; 120 yen isequal to$1. That translates roughly the per capita 
income into dollars, going up from $157 to $181 in 1956 to 1957, and 
$149 to $157 from 1955 to 1956. 

Mr. PassMANn. Percentagewise, that is above our own country. 

Mr. Baron. Yes, it is. It is higher than we have here, and it is a 
relatively high figure. However, the per capita national income is 
relatively low. 


BASIS FOR INCREASE IN PER CAPITA INCOME 


It is primarily due to tremendous increases in activities in connection 
with the support items of the military forces and military operations. 
There is a great deal of work done by the Ryukyuans in connection 
with that program. Also, it represents increases in our own agrieul- 
tural production of sugar. It represents increased activities im the 
milling of the sugar. It represents increased activities in the supply 
of fresh poultry and eggs and vegetables to the military. It represents 
increased production in rice, for example, by reason of our previous 
land rehabilitation and irrigation scheme. 

So, all in all, the economy is progressing at a regular rate out there 
and has shown a considerable increase from 1955 to 1956, and eurr ently 
it is expected to show an increase in 1957. 


COUNTERPART FUNDS 


Mr. Passman. You have been able to do that with the appropria- 
tions that we have made in the past ? 

Mr. Baron. Yes. However, the effect of the previous appropria- 
tions—the high appropriations back in 1950 through 1953—was that 
those areas at that time developed a considerable counterpart fund 
which was then reused. However, we have not been developing the 
counterpart fund since about 1954 and the source of the counterpart 
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fund use is literally drying up, and that in part explains the necessity 
for additional money in the Ryukyuan reconstruction finance fund to 
carry on the program. 

Mr. Passm: my What did your counterpart funds amount te during 
this fiseal year ? 

Mr. Baron. Our total support into our long-term credit fund 
amounts to approximately 300 million yen. That goes down to zero 
in 1958, but would then be replaced by this 120 million yen, or $1 
million, by the direct grant if approved by the Congress. That means 
that the actual program in long-term credit would be somewhat smaller 
in 1958 than in 1957, so the program, while it is new in this document 
here and it is a new request of the Congress, will be smaller in 1958 than 

in 1957. 

Mr. Passman. Why start a new program if their economy is con- 
tinuing to improve? Percentagewise perhaps it is ahead of this coun- 
try. You are starting a new program that may lead us into millions 
of dollars of expenditure in the future. 

Mr. Baron. Basically it is tapering off the old program because there 
are no more counterpart funds to support it. The program is expected 
to go down in 1958 in recognition of previous accomplishments. 


SUPPORT OF GOVERN MENT SERVICES AND PROJECTS 


Mr. Passman. In effect you do have some savings, though? I think 
the general mentioned in his statement that our contributions to the 
school program and to some of the other programs are being reduced. 
At least you will recapture that if you have the same appropriation for 
1958? In effect, you would have more money for the programs out- 
lined in your statement on account of the reduction in the amount of 
money we are contributing to the school program / 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Baron. Actually the total construction program is $500,000 this 
year as opposed to $250,000 for last year. Schools were $250 000 last 
year and they are $115,000 in this request. There are other additional 
items such as the hospital and such as the police facilities and the 
health center that are in this item of $500,000. 

Mr. Passman. In addition to the $1 million, you still have a sub- 
stantial increase because you are asking for $1,525,000. It looks like 
instead of tapering off this program and letting them get more or less 
on their own, we are now going back toward the high amounts you 
had in previous years. 

Mr. Baron. Speaking of tapering off, I am speaking to the Ryu- 
kyuan reconstruction finance fund total program from all resources, 
local and the United States Congress. The Congress is being asked to 
appropriate a $1 million item that, together with the local resources, or 
the repayments of the previous funds, will mean that the total pro- 
gram in 1958 will be somewhat smaller than in 1957. 

Mr. PassmMan. The outlay of dollars is much more. 

Mr. Baron. The outlay of dollars from Congress is a new item. 

Mr. Passman. If we are not very careful reading the statement, 
people may be getting the idea this money is repay able to our Govern- 











72 


ment when, in fact, it is an outright grant to the Ryukyuan Govern- 
ment. 

Mr. Baron. It is an outright grant to the Ryukyuan economy for 
that purpose. [ 

Mr. PassMAn. You have an increase of $250,000 for support of 
government services and projects. Would you like to elaborate on 
that ? 


MIYAKO TB HOSPITAL 


General Garter. I have a list. We have $150,000 for a hospital on 
the island of Miyako. The island has only a very small, inadequate 
TB hospital at the present time. The medical authorities and the 
civil administration in the Ryukyus consider it very necessary they 
build this new hospital on Miyako. The total cost of the hospital— 
which incidentally is a 100-bed hospital—is $250,000, of which the 
Ryukyuans themselves are paying $100,000. 


NAHA HEALTH CENTER 


Now the health center at Naha, they only have one health center 
there which is considered to be far inadequate to what they really 
need according to the population and the number of people that 
should be taken care of by a central health center. This is considered 
to be necessary, not only from the standpoint of the Ryukyus, but 


from the standpoint of our own sanitation and health out there. 
That is $75,000. 


POLICE AND IMMIGRATION BUILDING 


With regard to the police and immigration item, they want to build 
a building out there to house the police and immigration authorities. 
The total cost of that would be $175,000, of which the Ryukyuans 
would pay the difference between $82,000 and $500,000. 


EFFECT OF DENIAL OF REQUEST FOR FUNDS FOR ECONOMIC DEVELOPMENT 


Mr. Passman. For the record, in your own opinion, if the Congress, 
in its wisdom, should deny this $1 million for this new program, do 
you think it would have any effect on the economy of the islands? 

General Garey. Yes, I do. 

Mr. Passman. In what way? 

General Garey. I think it would retard eventually bringing them 
up to a viable economy, you might say. I think this $1 million is 
necessary to encourage and start what you might call private enter- 
prise. 

Mr. Passman. Are we really trying to bring them up to our stand- 
ard of living? If so, would not they become accustomed to and 
dependent upon our assistance which our economy might not be able 
to sustain in future years ? 

General Garry. What we are trying to do out there is to bring 
them up to a viable and eventually sustaining economy on the level 
with the other countries in that area of the world. 
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Mr. Passman. Are not they much better off than some of their 
neighbors, now ¢ 

General Gattxy. They are much better off than they were after the 
war; there is no doubt about it. 

Mr. Passman. And prior to the war also? 

General Gattey. Yes. I think the people out there will bear me 
out. They are better off than they were before the war. 

Mr. Passman. The individuals are enjoying a much better standard 
and the economy is more stable. 

General Gattey. I will not say it is more stable. The living of the 
individuals—— 

Mr. PassMan. Is much more improved over the prewar years. 

Mr. Gituirs. In many areas. 


EXCHANGE-OF-PERSONS PROGRAM 


Mr. Passman. What is the reason for the requested increase of 
$10,000 for education ? 

General Gaitey. We want to send 4 Ryukyuan doctors for 6 months 
each, at $500 each, for training at the United States Army Hospital in 
the Ryukyus. We want to teach them our methods. 

Mr. PassmMan. They are in the Ryukyus and will remain in the 
Ryukyu Islands, but come into the Government hospital ? 

General Gattey. Right there. 

Mr. PassMan. Whiy is it necessary to have $10,000 for that purpose? 

General Gattey. That is $2,000. I am just going down the list. It 
is four at $500 each. Then, an increase in maintenance and adminis- 
tration of our student program, $7,850. That is due to increasing 
$5.50 maintenance per day to $8 per day. That is done because we 
think the students need it. 

Mr. Harbison went into it and it was his considered opinion they 
needed it. 

Mr. Passman. It is an increase? 

Mr. Harstson. That is an increase in their nonschool maintenance. 

Mr. Passman. It was brought to your attention by the students 
themselves ? 

Mr. Hareison. Our contractor is the Institute of International Ed- 
ucation of New York City, and they compile their requirements from 
reports made by the individual areas. That is the average of the re- 
quirements of the various areas for a nonschool maintenance program. 


INCREASE FOR PAY OF CIVILIAN EMPLOYEES 


Mr. Passman. Here is another item. Maybe it is a typographical 
error, but as I understand it at this time, you are requesting $334,000 
additional for pay of civilian employees. Is that correct? 

Mr. Nowetu. No. That is actually a need of $263,000. 

General Gattry. As mentioned in this presentation, we are trans- 
ferring local employees from Project 160 to this project in the amount 
of $71,000. 

Mr. Passman. The total would be $334,000 additional, then ? 

General Garter. Not in the whole program. You are saving $71,- 
000 in another project and adding it to this project. 
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Mr. Passman. Let us forget about the other project. You do not 
need the personnel on the other project, so, in effect, it is an increase. 

General Gattry. No. It is just bookkeeping. 

Mr. Meter. It is a bookkeeping operation. All of the civilian em- 
ployees are now to be paid out of the one project, “Pay of civilian 
employees.” Instead of these employees in these four centers being 
charged up to the “Information and education materials and services” 
project. So we transferred $71,000, reducing the $180,000 which was 
available for that project last year to $109,000. You do that merely by 
transferring the funds to this other project, to “Pay of civilian em- 
ployees.” In that way you get all your civilians on one project pay- 
roll. 

Mr. Passman. What is the actual increase for additional civilian 
employees ? 

General Gattry. $263,000. 

Mr. Passman. That is still, percentagewise, a very large increase 
over what you had for the present fiscal year. 

General Gattry. Yes, and it is due to 2 or 3 main things. One is 
we want to establish a system of courts out there under the jurisdic- 
tion of Civil Affairs, to plug up the blind spots in our justice in the 
islands; that is, to give the people proper courts of appeal and give 
people proper courts to bring their civil and also their criminal cases to. 
Also, we want to bolster up our labor section out there. 

Mr. Passman. For what reason ? 

General Gaitry. We think, up until now, our labor relations out 
there have not been as comprehensive as they should have been. 

Mr. Passman. With the Ryukyuans; with the natives? 

General Gattry. That is right. 

Mr. PassMAN. Proceed. 


EXPANSION OF PUBLIC INFORMATION SERVICE 


General Gattey. We want to expand our public information serv- 
ice. That is due to the fact that we think frankly we should tell peo- 
ple more what we are doing out there. 

Mr. Passman. Will not they receive a general idea from personal 
observation? Is not it a small spot in the world? 

General Gainey. It is a method of imparting what we have done. 


Mr. Passman. What kind of information do you impart? What 
doxon plan? 
eneral Garter. They try to show them what we are doing out 


there. 

Mr. Passman. This is part from the schools that you are talking 
about now ? 

General Gattey. Yes, sir. We try to bring to the people our ideas 
on how things should be run, from an educational standpoint. We 
want them to see what we have done, the Army, the Congress, and the 
United States. 

Mr. Passman. As long as we have been there, do not they have a 
general idea? You are not covering a very wide area out there, are 
you’ What is the total cost of this program you refer to? 

General Gattey. $109,000, sir. 
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Mr. Passman. What isthe population of the island ? 

General Gattry. Right now it is about 810,000. 

Mr. Passman. And the land area, in square miles ? 

Mr. Baron. The island is about 65 miles long, and it varies in width 
from about 3 miles to approximately 15 miles. That is the main 
island of Okinawa. On that island there are about 680,000 people. 

Mr. Passman. There are about 120,000 on the other islands? 

Mr. Baron. About 130,000 on the other island. 

Mr. Passman. After spending millions of dollars over a period of 
10 years in such a small area, if they do not understand now who we 
are and what we represent and what we are doing, do you think we 
will ever be able to teach them? Do you think it is necessary to spend 
$109,000 to familiarize those people with what we are doing for them ? 
What are the square miles on the main island ? 

Mr. Gitutes. 450 square miles. 

Mr. Passman. There are 10,000 square miles in my own district. 
The main island would represent about one county. It is fantastic 
spending $109,000 telling those people why we are there. In a week’s 
time they could all pass by our installations. 

General Garry. But they do not. 

Mr. Giuuies. May I comment on that ? 

Mr. Passman. I wish you would. 

Mr. Giiures. These people are being agitated by a lot of other 

ropaganda that comes from sources which are not friendly to the 
United States. They get their propaganda in the newspapers, and 
they make a direct effort to demonstrate that the United States 
presence there is not good for the Ryukyuan people, and it is a job 
to combat that. 

Mr. Passman. Will not their standard of living, compared to pre- 
war years, convince them? Is that not the most convincing thing in 
the world that we are doing for them? You have quite a few auto- 
mobiles there now ? 

Mr. Guuies. There are a lot of automobiles. 

Mr. Passman. That is something they did not have in prewar 
years. 

F Mr. Giiuies. For many of the people, many segments of the popu- 
lation, their standard of living has increased. ; 

In Miyako, where we are asking for the hospital construction, the 
impact of the United States forces in terms of providing jobs and 
services has not been felt as it has on the island of Okinawa. That 
is a part of the information job, as well as the job on the main 
island of Okinawa. 

TRANSFER OF FUNDS TO USIA 


Mr. Passman. Does the United States Information Agency have 
an office there, or any activity ? 

Mr. Griuu1es. No, sir; they do not have any activity. 

Mr. Passman. Do you get any help from them at all? 

Mr. Gitutes. We get help from them in materials that are used in 
our program. 

Mr. Passman. Do you reimburse them out of this appropriation ? 

Mr. Giiures. Yes. 

Mr. Passman. In what amount do you reimburse the USTA? 

Mr. Grures. $30,000. 
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Mr. Passman. That would bolster their appropriation, then, that 
the Congress makes. We appropriate, say, $90 million to the USIA, 
and they farm this information out and you reimburse them. Will 
not that, in effect, be an increase in their appropriation ¢ 

General Gattey. We could not answer that. 

Mr. Passman. You do reimburse USIA $30,000? 

General Gary. Yes. 

Mr. Passman. Where do you get that $30,000? 

Mr. Nowe... We transfer the money to them for their use, so it is 
a little different from a reimbursement. 

Mr. Passman. You do not send them a check. How do you get 
it out of your appropriation over to theirs? 

Mr. Nowetu. We accomplish a transfer. We allocate the funds 
to the Office, Chief of Finance, in the Department of the Army, who 
transfers the money to the USIA, State Department. They make 
that available to the United States Information Service in Tokyo 
against the Information Office of the United States Civil Admin- 
istration in the Ryukyus procures. 

Mr. Passman. The $30,000 

Mr. Meter. It is for pictures and newspapers and that sort of 
thing. It is supplied by the USIS. 

Mr. Passman. What part of the $30,000 is for personnel ? 

Mr. Nowetu. None, sir. 

Mr. Passman. This is strictly material; books, pictures, and so 
forth ? 

Mr. Guures. Tapes for broadcasting over the local broadcasting 
facility. 

Mr. Passman. I cannot understand how, for a handful of people in 
a little spot like that, you could spend $109,000 on information, where 
our best source of information is our personnel, and what we have 
spent there. Itseems that would far outweigh any books. 

General Gattey. It does. 

Mr. Passman. This just supplements that ? 

General Gamer. That is right. 

Mr. Passman. What did you have for this program last year? 

Mr. Nowe tt. The same amount. 

Mr. Passman. What did you have the previous year? 

Mr. Nowexu. The same amount. 

Mr. Harpison. It has been running that. 

Mr. Passman. $109,000 ? 

Mr. Haretson. Yes, exclusive of the civilian pay. 





NUMBER OF EMPLOYEES 


Mr. Passman. How many employees are on the payroll of your ad- 
ministration of the Ryukyu Islands? 

General Gatiry. In my own office 

Mr. Passman. I am talking about your administration of the 
Ryukyu Islands which would fall under this appropriation. 

General Gatey. 343 on the payroll. 

Mr. Passman. How many are Americans? 

General Garry. 126, actual strength; authorized, 141. 

Mr. Passman. And the difference would be the natives ? 

General Gattey. Yes, sir. 
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Mr. Passman. Under the 1958 request, how many would you have in 
total ? 


Mr. Nowe. 173 Americans. 

Mr. Passman. Increasing the number of Americans by how many? 

Mr. Nowe.u. Actually increasing the amount of permanent posi- 
tions we have authorized by 39, but there will be a further increase 
over that of actual strength. There will be an actual increase of em- 
ployees from 128 to 173. 

Mr. PassMan. Americans? 

Mr. Nowetu. Yes. . 

Mr. Passman. The natives? 

Mr. Nowetu. The number of natives would be 258, an increase of 43 
over actual strength. 

Mr. PassMan. What is the pay scale of the natives? 

Mr. Nowetu. Around $700 annual salary. 

Mr. Passman. They are paid in dollars or yen? 

Mr. Nowe tt. In yen. 


INCREASE IN TRAVEL OF CIVILIAN EMPLOYEES 


Mr. Passman. You are requesting $9,000 additional for travel. 
Would you explain why you need additional money for this? 

Mr. Baron. The $9,000 is computed upon the prospective travel 
that we will have, primarily between the United States and the 
Ryukyu Islands, and it, in the main, is a reimbursement item to the 
military transportation system. It goes up somewhat this year be- 
cause there will be more travel with this proposed staff for 1958. 

Mr. Passman. In other words, if the Congress, in its wisdom, 
should disallow some of the other request, of course, this travel 
could be cut in proportion. This is predicated on getting the other 
money you ask for? 

Mr. Baron. That is right. 

Mr. Gries. I might add, Mr. Passman, with the transfer of the 
present Far East Command Headquarters to Hawaii, the consulta- 
tion that we can now accomplish in Tokyo by a relatively short trip 
will be a greater requirement. 


INCREASE FOR INCIDENTAL OPERATING EXPENSES 


Mr. Passman. Now, General, I believe that you are asking for an 
increase of $23,000 for incidental operating expenses. : 

Would you give us a little information on that item ? 

Mr. Nowe... The project, including miscellaneous operating ex- 
penses, where it shows an increase of $23,000, this increase is princi- 
pally due to the purchase, or the need of additional equipment which 
includes typewriters and other equipment in the operation of the 
administration, and the provision for maintenance and operation of 
buildings. I believe they have taken over an old building, an addi- 
tional building, for which, the United States civil administration 
furnishes the maintenance in the additional space and the fuel used 
for heating. 

Mr. Passman. Again, if the Congress, in its wisdom, should not 
allow these increased items, then this also could be reduced in pro- 
portion ? 
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Mr. Giuuies. I do not believe it would work out quite that way. 


Mr. Passman. May I put it this way: 
so-called incidental operating e 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Mr. 
Mr. 
Mr. 


Mr. 


Nowe... 


PASSMAN. 


NOWELL. 


PAsSsMAN. 


NOwELL. 


For the present ion al year, $98,000. 
You are asking for $121,000 ¢ 
Yes. 
An increase of $2 
Yes, sir. 


3.000 ? 


COMMODITY AID 


PassMAn. Why was the commodity aid terminated? 
Meter. It has not been, sir. 


PASSMAN. 


MEIER. ne 


provision under 


ceive the funds for that purpose under 


Has it been curtailed ? 
sir. 


What do you have for this 
senses for the present fiscal year ! 


The Congress, as you probably recall, made 


Public Law 480 for funds to pay the ocean-trans- 
portation cost on surplus agricultural commodities, so we now re- 


from the International Cooperation Administration. 


Mr. 


PASSMAN. 


that legislation by transfer 


Was not that the best source of generating counter- 


part funds, or maybe I should say was not that the only source of 
generating counterpart funds? 
Mr. Mara. It is the only source at the present time; yes. 


ally, what w 
on a relief Sasi 


Actu- 
are paying for under that program is really distributed 
This is through the voluntary agencies, the two 


principal agencies that operate there, so there is no counterpart re- 
ceived for these surplus agricultural commodities that are provided 
under this program. 

Mr. Passman. In the general statement you say: 


In fiseal year 


Mr. Meter. I beg your pardon, 
surplus agricultur: al commodities. 
the period before there was sufficient foreign exchange for them 
purchase their own foodstuffs and so forth. 
shipped in and sold for the local currency. 


1955, 


commodity aid was terminated, and since that time ap- 
propriated funds have been utilized directly for support of the economy. 

I thought you were speaking 
The commodity aid was back in 


of 


to 


These commodities were 
We actually shipped in 


commodities and sold them, whereas now they actually purch: se the 
commodities with the foreign exchange that they have 
Mr. Passman. With your understanding ot the question, may I 


ask it over: 

Mr. 
reason of the funds they 
forces and that sort of thing. 
purchase their own commodities. 


MEIER. 


Why was commodity aid terminated ? 
Because they now have sufficient foreign exchange by 


earn through working Cor 


available. 


United States 


They earn enough dollars so they can 
You do not have to go through the 


process of providing them with actual commodities because they 
no longer lack foreign exchange. 


Mr. Passman. Did I get the impression earlier in the hearings 
that you were asking for an increase in your appropriation because 
your counterpart funds have 
program that is filling that gap adequately. 


fallen off? 


Now you say you have a 
I believe you should 


explain this statement “because it is going to leave us a bit confused. 


Mr. Baron. May I add this: When we dropped the direct pro- 
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curement of foodstuffs such as rice, through appropriated funds, that 
is what is called the dropping of the commodity provision. 

Now, it is true since that time it has all been procured on a com- 
mercial basis with the use of the local resources. However, in pre- 
vious years, previous to 1954, when the rice would come in purchased 
by United States appropriated funds, it was sold for yen, and gen- 
erated a counterpart fund. That is no longer true today because it 
is sold and then the money is used to buy the dollars to provide the 
funds for buying the rice. 

It is a straight commercial transaction. It is also true that the 
counterpart funds, so-called, of the previous commodity aid lasted 
out and were poured into things such as the Ryukyuan reconstruction 
finance fund. Those funds have been substantially exhausted. 
They do not exist any more. 

Therefore, they have asked for this $1 million appropriation to ex- 
pand the Ryukyuan reconstruction finance fund. 

Mr. Passman. Did I understand from your statement now that 
the — of their commodities had replaced this? Did I get that 
idea ? 

Mr. Meter. To a certain extent. As you will note by the tables 
that were attached to General Gailey’s statement, the amount of aid 
supplied prior to 1954 was considerably greater. It was because of 
the fact they did not have foreign exchange. They did not have 
dollars to buy commodities with. 

We supplied them the commodities, as Mr. Baron has said. The 
commodities were then sold for local currency. 

Mr. Passman. I think that covers it. 


APPROPRIATIONS SINCE 1947 


I should like to insert as a part of the general’s statement the sheet 
attached showing the economic-aid appropriation and other appro- 
priations for the islands from 1947 through 1957. Also we will add 
the request for fiscal year 1958. 

(The material referred to follows :) 


GARIOA funding, Ryukyu Islands 


[Million dollars} 





} Adminis- Adminis- | 
Fiseal year | Economic | tration and Total || Fiseal year {| Economic |trationand! Total 
ai reorienta- aid reorienta- 
tion 1] tion 
1947... $9. 152 $2. 548 1963..... $8. 809 $2. O75 | $10. 884 
1948... 13, 651 3. 450 1954... 4 1. 524 | 1. 321 2. 845 
1949____ 24, 052 3. 701 cal emmtettes 1. 636 | 1. 380 3. 016 
1950... 49. 054 3. 755 1956 2... . 1. 664 | 1. 267 2. 931 
1951 36. 215 3. 516 1957 2___. . 870 1. 480 2. 350 
1952 12. 853 2. 269 1958 3__.. 2. 090 | 1, 785 3. 875 





1 Obligated. 
2 Appropriated. 
Estimates. 
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LUMP SUM PAYMENTS FOR LAND 


Mr. Passman. What action is being taken in connection with lump- 
sum payments for land? I believe ‘that appears on page 5 of your 
general statement. 

General Gamer. Mr. Gillies has just come from there, and I would 
like Mr. Gillies to explain in detail what you have done in the case 
of the land lump-sum payment. 

Mr. Passman. I believe the statement reads: 

Action being taken in connection with lump-sum payment for land is also 
expected to increase funds available for long-term credit. 

So it looks as if we may reach an agreement before we conclude 
here that you do not need $1 million. Will you help us out in getting 
around that, if you can, by explaining that? 

Mr. Guures. The lump- sum payment for land which was recom- 
mended by the committee Mr. Price headed, and adopted as United 
States policy, has not been implemented as yet. No lump-sum pay- 
ments for land have actually been made. The first action which will 
result in lump-sum payment was commenced on the 4th of May. 
Money will be deposited, approximately $3 million, on the 4th of June. 
The opposition on the part of the local people to lump-sum payment 
has not yet dissipated, and it is not yet certain that they will draw 
down that money as we hope they will. 

That is not yet a certainty. Even assuming they did, it would be 
expected that a great part of these lump-sum payments would go 
into such uses as housing on the part of the recipients of the payment, 
and while it will increase credit resources to some extent, it will not 
increase to the whole extent you make payments. 

Furthermore, it is not expected that this increase of credit from that 
source, that is, lump-sum payment, will begin to be felt until the pro- 
gram is implemented, which will be over many, many months. 

So if this credit program is not to be retarded, it should have, we 
feel, an earlier augmentation of capital than could be achieved if you 
look only to the lump-sum payment for that result. 

Mr. Passman. Of course, this is a very optimistic sentence in your 
statement, and I like it: 

Action being taken in connection with lump-sum payment for land is also ex- 
pected to increase funds available for long-term credit. 

If you did not get the $1 million here, that would not have any 
effect on whatever you expect to get out of this that would be used 
for long-term credit ; would it? 

Mr. Gites. No, sir. I think the answer would be if it were not 
for this prospect of the additional credit sources from the lump-sum 
payment, if we were to carry on the program in mind, this $1 million 
would have been higher. 

Mr. PassMan. General, you will have to pardon me if any of my 
questions sound leading, because I am not an attorne y and I am sure 
some of my attorney friends will correct me if the questions sound 
out of line. 


Ly 
re 


id 


81 
EFFECT OF REDUCTION IN BUDGET REQUEST TO 1957 LEVEL 


In the event the Congress, in its wisdom, allows you only the amount 
you had this year, do you feel any great damage would be done to the 
overall program ? 

General Gaiter. I think the program would be retarded. 

Mr. Passman. Retarded, or would you just hold your own if you 
got the same amount of money? You are saving money out of some 
other programs, so if you got the same amount of money, you would 
be able to increase some of the programs here by a small amount? 
I think you have less money for maybe a school building, your 
contributions are less. 

General Gatiey. I think the increase you could make would be of 
small magnitude. 

Mr. Passman. The overall program would go along about as it is 
now, and these other programs that are so desirable would have to 
be postponed if you do not have the money. 

General Gattey. We would go like we are now, but we think you 
should make these contributions and build these few things. Take 
the hospital at Mayako and the health center at Naha. 

Mr. Passman. This is the first time you have had a request for 
money for the new hospital there? 

General GaiLey. Yes. 

Mr. PassmMan. You have not given any consideration to that expend- 
iture until this year? 

General Gaitey. Yes. When I was out there a year ago, sir, it 
was brought to my attention that there was a great need for this 
hospital at Miyako. 

Mr. Passman. In prior years there had been no request for funds? 

General Gairy. Yes. We think if we do not get the $1 million 
for the program, it would certainly retard the program. We want to 
get started with the thing. 

Mr. Passman. That is the loan part. This $1 million is a new pro- 
gram, a grant so they may, themselves, make more loans than the “y 
are presently making. 

General Garry. Yes. We believe it highly advisable, not only 
from the standpoint of the economic development of the island, but 
also from the standpoint of, as the Price committee report pointed 
out, this is our showcase out there. 

Mr. PassmMan. Would you mind my asking this question? Do you 
think any of these reports we write up give you encouragement for 
these new programs? Is there any relationship between reports made 
available to you and new programs that you request ? 

General Garter. I do not quite understand the question. 

Mr. Passman. You mentioned the Price report several times. 

General Gartry. The reason I mentioned it, they went out there and 
made a very fine study, and I certainly think that as a result of their 
fine study that their report should certainly receive very careful 
consideration. 

Mr. Passman. Oh, it will. I am not being critical of the report, 
but I am asking the question if the work we do in going out and mak- 
ing these reports helps you in your program ? 

General Gattry. I would say yes, it is a help to us. 
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Mr. Passman. There is one other item I should like to discuss 
briefly. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Gary. 


GENERAL DESCRIPTION OF RYUKYU ISLANDS 


Mr. Gary. General, the Ryukyus are a group of islands in the Pa- 
cific, of which Okinawa is the largest; is that not right ? 
General Gainey. Yes, sir, that is right. 


POPULATION 


Mr. Gary. What is the population of the Ryukyu Islands? Will 
you supply that for the record ? 

General Gary. I have it right here, sir. It is approximately 810,- 
000 people, and around 600,000 of those live on Okinawa. If those 
figures are not correct we will make the correction in the record. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

AREA 


Mr. Gary. What is the area of the Ryukyus? 

General Gay. The total acreage in the Ryukyus is 542,000 acres. 
The total acreage in Okinawa is 290,000 acres. 

Mr. Passman. Acres or miles ? 

General Gatmzy. That is acres, sir. 


GROSS NATIONAL PRODUCT 


Mr. Gary. What is the gross national product of the islands? 

Mr. Baron. Currently, that is in fiscal 1957, the gross national 
product is 166,800,000 in terms of dollars. 

Mr. Denton. Per year? 

Mr. Baron. In terms of a year. 


PER CAPITA INCOME 


Mr. Gary. What is the average income? 

Mr. Baron. The per capita national income is $181 estimated for 
fiscal year 1957 ending June 30. This is a very recent estimate based 
on all productive earnings of the entire economy. 


EXPORTS 


Mr. Gary. What are the exports of the islands ? 

Mr. Baron. The exports ade current fiscal year are 20 millions. 
They are composed of two major items. One is black sugar, which is 
a special type of sugar which is exported entirely to Japan. That 
roughly is just short ‘of 10 million. The other item is also just short 
of 10 million, which is of scrap. Approximately 35 percent of the 
serap is really a processing of scrap that is bought from the military 
establishments and then we export it to Japan. The other scrap 1 
either generated within the local economy or mined out of the ocean 
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and has something to do with the previous war carried on there in 
1944. 
Those two items make up almost all of the exports from the islands, 


LITERACY RATE 


Mr. Gary. What is the percentage of literacy / 

Mr. Baron. It is extremely high. Every child that goes to school 
is literate, and almost all of them are covered. There are older people 
who predate the Japanese occupation of the islands that do not speak 
or read Japanese. ‘They speak only an unwritten Okinawan dialect, 
However, discounting those people, who are about 60 years of age, par- 
ticularly the old women, almost everybody else is literate because they 
were trained in a rather elaborate school system operated by the Jap- 
anese which trains every child for literacy in the Japanese language. 

Mr. Gary. How long were the islands under the control of the 
Japanese prior to World War II? 

Mr. Baron. Approximately 70 years. 

Mr. Gary. During those ¢0 years the Japanese did not give the 
native people much opportunity for advancement ; is that correct 4 

Mr. Baron. That is true. 

Mr. Gary. And therefore there are very few trained people on the 
islands? 

Mr. Baron. That was the condition in 1945. Since the end of the 
war, under the United States administration, the local people have 
been trained in many areas. 

Mr. Gary. But practically all of that has been done by the United 
States since it has taken over? 

Mr. Baron. That is true. The former Government officials were 
almost all brought in from the mainland of Japan and it was really 
an agricultural community ; the busines that was done down there was 
done by an adjunct of a Tokyo business house. 


HEALTH CONDITIONS 


Mr. Gary. What are the health conditions there ? 

Mr. Gentian, The health conditions have improved generally with 
the introduction of some of the modern methods used by the United 
States. There are still some serious problems in health, particularly 
tuberculosis. 

Mr. Gary. What is the mortality rate ? 

Mr. Gituies. The mortality rate, the latest figure I have, in 1955, 
is 5.8 per thousand. Of the deaths from common diseases in 1955, 
310 died from tuberculosis; 7 from malaria; 19 from measles; and 9 
from influenza. 

Just to illustrate the improved conditions, comparing those figures 
with 1940, the 310 compares with 839 from tuberculosis; the 7 com- 
pares with 78 from malaria; the 19 compares with 65 from measles. 

One of the problems in public health is the searcity of trained 
Ryukyuan doctors. They get their training in Japan. They return 
to the Ryukyu Islands. They are in great demand and are few in 
number, and they just do not leave their practice to return for post- 
graduate work and keeping up with the advances in medicine. We 
are hoping to correct that in a small way by training those Ryukyuan 
doctors in the Army hospitals in Okinawa. 
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Mr. Gary. What are the present facilities for handling tubercu- 
losis ? 

Mr. Giutures. They are probably inadequate in terms of hospital 
beds. There is a home-care program designed to combat the disease. 
The main problem there is, there are infectious people, people who 
are in an infectious stage of the disease who cannot be adequately 
isolated in the small Ryukyuan home under the home-care program. 
They are continuing to spread the disease and more hospital beds 
are needed. 

Mr. Gary. You have a request for a new hospital. What are your 
hospital facilities now ? 

Mr. Gries. In the area where this new hospital would be located 
there are only | 30 hospital beds on that island of Miyako, where the 
population is 75,000 people. 

Mr. Gary. Is this a general hospital ? 

Mr. Gruties. It will be a general hospital, with emphasis in the ini- 
tial stages on using the number of hospital beds required for the 
hospitalization of the severe tuberculosis cases. 

Mr. Gary. In other words, you will have a tuberculosis ward ? 

Mr. Giiuies. Yes, sir. 


POLITICAL SITUATION 


Mr. Gary. General, what is the political situation with reference to 
the island so far as the United States is concerned? This is not an 
independent island but, as I understand it, is it under a United States 
mandate? 

General Gattey. The United States has the right to exercise all and 
any powers of administration legislation and jurisdiction under article 
3 of the treaty. 

Mr. Gary. The treaty with Japan? 

General Gatmry. Yes. 


ECONOMIC DEVELOPMENT FINANCING 


Mr. Gary. What about this loan fund to assist private business? 
To whom is that money being loaned ? 

Mr. Baron. That money is being loaned to Ryukyuan business or- 
ganizations and businessmen. That is for the business part of the 
joan. 

The loans also cover housing loans, which are a substantial portion 
of the Ryukyuan rec onstruction finance fund. Loans are made to 
individual Ryukyuan householders who are capable of qualifying for 
loans. That means they are able to pay back the loan of the money 
to build the house over a period of years in installments. 

Mr. Gary. Are all loans made to native Ryukyuans? 

Mr. Baron. ee sir. 

Mr. Gary. None are made to United States citizens that go there to 
conduct businesses? 

Mr. Baron. No. The United States citizens that go there to con- 
duct businesses invest their own capital for their basic operations. 
Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 
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Mr. Passman. But it is not a loan as far as we are concerned. It is 
an outright gift to the Ryukyuan Government and they make the loans 
and the loans are repayable to the Ryukyuan banks? We do not 
recover any of it, do we? 

Mr. Sines The United States is the technical owner of this fund, 
although the fund has been ruled by the Comptroller General as being 
not general moneys of the United States Treasury but only United 
States funds in its capacity as the administrator of the islands, and 
the funds can only be used in the administration of the islands. 

Mr. Passman. We nev er recover any part of it? 

Mr. Baron. The United States generally does not recover any of the 
funds. 

Mr. Passman. Thank you. 

Mr. Gary. Actually, what we are doing is establishing a revolving 
fund: is that not correct ? 

Mr. Baron. That is correct. 

Mr. Gary. We put so much money in this revolving fund and the 
money is loaned to the Ryukyuans to benefit their economy by helping 
the business people and the home buyers on the Ryukyus. Then, as 
the money is paid back it goes into this fund and is reloaned. It is a 
continuous process ; is the at. correct ¢ 

Mr. Baron. That is correct. 


STATUS OF THE RYUKYCAN RECONSTRUCTION FINANCE FUND 


Mr. Gary. What is the status of the RRFF at the present time? 

Mr. Forp. May we have a definition of RRFF for the record ? 

Mr. Baron. RRFF stands for Ryukyuan reconstruction finance 
fund. It was established in late 1950 and has been operating con- 
tinuously to date. Generally it is the major source of long-term 
lending credit to the Ryukyuan businessmen. By “long term” we 
mean in excess of 5 years. 

Mr. Gary. It is similar to our old RFC and our present Small 
Business Administration 

Mr. Baron. Yes; there are many items of similarity. The fund is 
operated as a United States fund but it is operated exclusively by the 
Bank of the Ryukyus. All funds are loaned on an installment basis. 
All funds are loaned with the absolute intention of repayment. It 
is not in any sense a subsidy to the borrower in any way. 


SOURCE OF FUNDS OF RRFF 


Mr. Gary. Is the Bank of the Ryukyus operated by Ryukyuans or 
by United States personnel ? 

Mr. Baron. It is operated by Ryukyuans. It has its own staff and 
operates as an independent unit. As of the 30th of June 1957 the 
funds advanced by the United States Civil Administration total 
2,004,000,000 yen. That, at the rate of 120 to 1, would be approxi- 
mately $16 million or $17 million that has been put in there. Those 
sources came from the previous counterpart gains that we made back 
from the collection of sales of commodities in the main in the early 
1950’s. This 120 million yen—or $1 million—that we are asking for at 
the present time, will go as a capital contribution of the United States 
into this fund and raise it from 2,004,000,009 to 2,124,000,000. 
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Mr. Gary. That is yen? 

Mr. Baron. Yes. 

Mr. Gary. How many committed loans do you have in the fund? 

Mr. Baron. We will have at the end of 1957 approximately 370 
million yen in loans that are committed in advance but will be dis- 
bursed over a period of time as needed by the recipient. He does not 
get it all at once but only as required in the building of the factory 
or in the building of the ship or the building of the house or whatever 
it is. On June 30 it will be 370 million yen. 


AVERAGE SIZE OF LOAN 


Mr. Gary. What is the average size of the loans? 

Mr. Baron. The average size of a household loan amounts to $1,600 
for a house loan. That completes the building of a house Okinawan 
style. 

The largest single loan we have at the present time is approximately 
$1,200,000 for the acquisition of a freight ship of carrying capacity of 
about 5,000 tons. That is the largest single loan we have. We had 
a sugar-mill loan that approximated $1 million. We have other loans 
to small business enterprises of perhaps $10,000. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Baron. I might add they do not finance any type of restaurant 
or pleasure activities, including movie theaters. They are all financed 
by the Ryukyuans themselves. They do not engage in entertainment 
financing, even though it might be a very good business. 


AVERAGE LENGTH OF LOAN 


Mr. Gary. You refer to these as long-term loans. What is the 
average length of these loans? 

Mr. Baron. The average length of a business type loan such as a 
factory or commercial ware shouse is from 12 to 15 years. The average 
long-term home loan is from 10 to a maximum of 15 years. Smaller 
loans for equipment and machinery run from 5 to 10 years. It isa 
rare case that would ever run above 15 years. 


REPAYMENT RECORD 


Mr. Gary. How are the repayments ? 

Mr. Baron. The repayments are excellent. We have had a phe- 
nomenal repayment. We have not lost any substantial money in the 
process. At the end of June 1957 we expect to be in the black to the 
extent of 272 million yen, which is over $2 million. In other words, 
the fund is worth $2 million more than it was capitalized for by the 
United States. 

Mr. Gary. What interest rates are charged on these loans? 

Mr. Baron. They range from 4 to 7 percent. The 4 percent loans 
go to municipalities, and commercial loans are 6 and 7 percent. 

Mr. Gary. And I suppose you work on a partial payment plan or 
an installment basis? 
Mr. Baron. All of the loans are on an installment basis. 
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Mr. Gary. And the annual repayments depend on the length of 
the loan? 


Mr. Baron. That is correct. 
UNCOMMITTED CAPITAL OF THE RRFF 


Mr. Gary. How much uncommitted capital do you have at the 
present time / 

Mr. Baron. As of the end of June 1957 we will have no uncom- 
mitted capital except the 272 million yen which the fund will have 
in cash which will have been committed for loans that have been 
approved. Besides that we do have the repayments that will come 
in in 1958, the repayments and interest, which will be utilized again 
in 1958. 

Mr. Gary. What is the experience with reference to delinquencies? 

Mr. Baron. Delinquencies have been less than 1 percent of our total 
activity. The delinquencies of over 30 days or more are less than 10 
percent. Almost everything iscurrent. They call anything delinquent 
if it passes the 30-day mark on the payment. 

Mr. Gary. I might say I am very much interested in that program 
because I think it is excellent. It is a means of permitting the 
Okinawans to build their own economy without aid so long as you 
make it a loan program. 

Mr. Atexanper. Will the gentleman yield? 

Mr. Gary. Yes. 


COST OF ADMINISTRATION OF FUND 


Mr. ALexanper. What does the bank of the Ryukyus charge for 
the handling and collection of these loans? 

Mr. Baron. The total expenses of the bank—that is, reimburse- 
ments for all services rendered—amount to 14 million yen in 1 year. 
That is a little less than $120,000. With that it operates the entire 
fund. 

Mr. Atexanprer. What percentage of the loan would that be? 

Mr. Baron. It is not any percent: ige of the loan. It is strictly the 
direct expenses of handling the fund. 

Mr. ALEXANDER. You are requesting $1 million to go into that fund? 

Mr. Baron. The request is for $1 million to augment that fund, 
yes. 

Mr. ALExANDER. How can these people who have an average income 
of $180 a year pay back a $1,600 loan in 10 years? 

Mr. Baron. Most of the people who are borrowing money from this 
fund for the construction of a house have more than one wage earner 
in the family. They have the husband as a wage earner, and the 
daughter is perhaps working in a store or as a maid in a United 
States establishment or as a stenographer for the United States 
forces, and the son may be driving a “bulldozer. So most people who 
qualify for these loans have more than one w age earner in the family. 
The average family is about 5, and they would generally have 2 or 3 
wage earners in the family to be able to earn enough to pay for this 
$1, 600 house. 


Mr. Gary. The chief source of income of people on the island is 
the United States Armed Forces? 
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Mr. Baron. Servicing the United States Armed Forces in its opera- 
tional activity plus its construction activity. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


OWNERSHIP OF FUND 


Mr. Passman. I think we established that this is a grant which goes 
directly into the economy of the Ryukyu Islands. “Do you get ‘this 
fund into the bank through the Ryukyuan Government or through 
the United States Government ? 

Mr. Baron. Directly through the United States Government. 

Mr. Passman. We have no conditions in our agreement with them 
for repayment directly to the United States Treasury q 

Mr. Baron. No, sir. 

Mr. Passman. What would happen in future years if peace and 
harmony should again prevail and we should pull out of the islands? 
Who would become the beneficiary of those millions? Would it be the 
bank? 

Mr. Baron. No; it would be subject to the treaty or agreement in 
connection with our pulling out. It would still be a United States 
fund. 

Mr. PassmMan. But there is no agreement at this time ? 

Mr. Baron. There is no agreement to take it out or anything else 
except that the Comptroller General has ruled they are not general 
funds of the Treasury but only United States funds in its capacity 
as administrator of the islands. 

Mr. Passman. It goes out as an expense and we do not expect at 
this time to recover anything. 

Mr. Baron. Not at this time. However, the United States still tech- 
nically owns this fund. 

Mr. Gary. It is just like the RFC. We gave the RFC a revolving 
fund. When the RFC was dissolved we got the money back, but we 
did not get it back until we dissolved the Corporation. 

Mr. Passman. You have no contract, direc tly or indirectly, whereby 
this money will come back into the United States Treasury ? 

Mr. Baron. No, sir. 

Mr. Gary. But it is in the hands of the United States Government. 

Mr. Passman. It isin the hands of the Ryukyuan banks, 

Mr. Gary. No. 

Mr. piece! It is under our supervision. Who approves the 
credits, the Ryukyuan banks or do we have something to do with that? 

Mr. Baron. W e approve a program of operation by the Ryukyuan 
banks as trustees. We approve all programs of a particular loan that 
is greater than 1 percent of the total assets of the fund. The top loans 
are all approved by the ¢ Civil Administration. 

Mr. Passman. If a Ryukyuan goes in and wants $1,500 to build 
a home, he deals with the e Ryuky uan banks? 

Mr. Baron. Yes. 

Mr. Passman. And they decide if it is a good loan? 

Mr. Baron. Yes: unless it is a big loan. 

Mr. Passman. I said a $1,500 loan. That is determined exclusively 
by the Ryukyuan banks? 

Mr. Baron. Yes. 
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APPROVAL RATE OF LOAN REQUESTS 


Mr. Passman. Do you have any figures on what percentage of the 
applications are approved and what percentage are turned down? 

Mr. Baron. Yes; we do have some information on that. 

Mr. Passman. Could you give us that information ? 

Mr. Forp. Mr. Chairman, unfortunately several of us are on the 
subcommittee that has the appropriation bill on the floor, which will 
necessitate our being on the floor this afternoon. 

Mr. PassmMan. Gentlemen, we have until July to finish these hear- 
ing so we will not be in a rush. I will assure you we will adjourn 
this committee any time the committee members wish it to adjourn, 
and we will stay in session as long as possible so that every member 
gets all the information he needs to intelligently pass on the request. 

Tam familiar with the Small Business Administration in our present 
Government and what percentage of the applications it rejects, and 
I want to see if it is any more liberal with American dollars than 
the Ryukyuan banks. 

Mr. Baron. In the first three quarters of this fiscal year, as of March 
1, Ryukyuans have applied for 773 million yen in loans. 

Mr. Passman. Could you break it down into the number of indi- 
vidual applications? 

Mr. Baron. A total of 19,524 applications. 

Mr. PassmANn. For 1 year? 

Mr. Baron. For the first three quarters of this year 

Mr. Passman. 19,000? 

Mr. Baron. Excuse me. 2,167 applications amounting to 773 mil- 
lion yen. Of that amount the bank approved 1,897 having a total 
value of 508 million yen. 

Mr. Passman. They approved about 90 percent of the applications? 

Mr. Baron. That is correct, but less than 80 percent of the monetary 
value. 

Mr. Passman. They adjusted the loans by perhaps 10 percent down- 
ward average, but about 90 percent of all applications were approved 
by the banks. Is not that percentage unusually high? 

Mr. Baron. Yes, sir. However the standards of operation of this 
fund are very well known and an application will not be accepted 
unless all the standards of the fund are met as well as can be deter- 
mined by the bank. They will not accept these applications until those 
standards are met. 

Mr. Passman. It would not be a bona fide application until they 
received it. You mean there is a preliminary examination ? 

Mr. Baron. That is true, by the individual RRFF operators. 

Mr. Passman. Similar to the way our Small Business Adminis- 
tration operates? 

Mr. Baron. But of the total of 2,167 applications that were officially 
accepted and processed in the first 3 quarters of this fiscal year, 1,897 
were actually approved. 

Mr. Passman. In other words, according to the present record for 
the first 3 quarters of this fiscal year, approximately 90 percent of the 
applications were approved by the banks, representing 80 percent of 
the monev? 

Mr. Baron. Yes. The total for the entire time of the operation is 
19,524 applications, of which 6,686 were approved. 
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Mr. Passman. That is still high. 

Mr. Baron. Yes. 

Mr. Passman. So that the people are either good pay or you have 
mighty hberal banks. 

Mr. Baron. They are good pay, and there is ne question about the 
soundness of these loans. 

Mr. Passman. I think that is true of many of my constituents who : 
make application to the Small Business Administration. They think 
they are excellent risks, but, unfortunately, 85 percent are turned down 
under the system we have. Maybe rightly so; I do net know. 


PERCENTAGE OF LOANS REPAID | 


General Gaitey. I think it would be interesting for the committee : 
to know the percentage of the loans that are repaid. 

Mr. Passman. Yes. Take the first year this was.in operation. Your 
chargeoff has been 1 percent? : 

Mr. Baron. Less than 1 percent. : 

Mr. Passman. That is a little better than the record of the RFC | 
that operated so successfully for so many years in our country and 
which is no’ longer in operation. 

Mr. Baron. We have collected in the first 3 quarters of this. fiseal 
year 244 million yen. That is, collection of all accounts outstanding. 
They have paid back 244 million yen in the first 3 quarters of this 
year. We expect to collect in 1958 over 378 milien yen. But, so far. 
the first 3 quarters of this year we have collected 244 million yen. 





AMOUNT IN RYUWKYUAN RECONSTRUCTION FINANCE FUND 








Mr. Passman. Gentlemen of the committee, this item represents 
one-third of the total request. That is why I am asking all these ques- 
tions. What you are doing is increasing ‘the capital structure of the 
RRFF? 

Mr. Baron. That is right. 

Mr. Passman. By what percent? 

Mr. Baron. This will increase it by approximately 6 percent. 

Mr. Passman. Six percent in the capital structure? 

Mr. Baron. Yes. 

Mr. Denton. You have $16 million in that fund? 

Mr. Baron. Yes. 

Mr. Lannam. How much do you have available now for loans? 

Mr. Baron. For fiscal year 1958 we expect to collect 378 million yen 
on loans, and we expect. to get interest income of 145 million. Those 
2 items are available for this purpose as well as the 120 million we are 
requesting. 

Mr. Passman. Forget the 120 million. What would the figure vou 
have be in dollars? 

Mr. Baron. 552 million yen. 















That would be $4.5 million. 









ATTITUDE OF NATIVES TOWARD UNITED STATES OCCUPYING FORCES 











Mr. Lanuam. What is the attitude of the natives there toward our 
occupying forces? In view of this Formosan situation, I think it is 
important that we know what the situation is. 
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General Gaitry. I made a trip out there personally about a year ago 
and I was struck by the friendly attitude of the natives. The gentle- 
man who lived there can expand on that more than I can. Mr. Gil- 
lies. 

Mr. Forp. Will you yield? 

Mr. Lanuam. Gladly. 

Mr. Forp. I think this is very important because I think we all read 
in the papers 6 of 8 months ago where an election took place and a 
mayor was elected whose views were allegedly contrary to the best 
interests of the United States. So I think we should have a full 
discussion of that, either on or off the record. 

General Garter. Could we have it off the record, please. 

(Discussion off the record.) 


LAND-ACQUISITION PROGRAM 


Mr. Lanuam. Will you give an explanation of the land-acquisition 
program ? 

Mr. Guus. After the Battle of Okinawa and before the peace 
treaty with Japan, the United States requisitioned land under rules 
of land warfare for military requirements. That land totaled about 
40,000 acres. 

Mr. Lanuam. Was that good arable land? Did the United States 
Armed Forces take the best land? 

Mr. Giiirs. Out of 40,000 acres, 16,500 acres are arable. And of 
the 16,500 arable acres, although they have been acquired by the 
United States, 6,000 acres of those are still being farmed by the Ryuky- 
uans. 

Mr. Lanuam. Under lease? You leased it back ? 

Mr. Gites. We had been paying rental on that land since 1952 
on the basis of appraisals that had been made by the Army engineers. 
The subcommittee of the House Armed Services Committee, headed 
by Mr. Price, after looking at the land, recommended that there be a 
long-term acquisition, dispensing with this annual rental. And that 
is the program, the acquisition of the 40,000 acres and full payment. for 
the full value of that land. 

Mr. Lanuam. In other words, you get legal title to the land ? 

Mr. Griures. They call it the determinable estate. It is not the 
fee title. When the United States requirement for this land termi- 
nates, the land will be returned to the landowner, but. as long as the 
United States requirement exists, full use and enjoyment is in the 
United States and for that full use and enjoyment as long as the need 
exists, full fee value is being paid. 

Mr. Lanuam. Is that being paid annually ? 

Mr. Griuimes. It will be paid in one lump sum. 

Mr. Lanuam. At the time it is determined ? 

a Gitries. At the time the United States takes, at the time of 
taking. 

Mr. Lannam. Will any of that arable land be released to the people 
who have sold it? 

Mr. Gaius. It is a policy of the United States to make arable land 
that is not being utilized available to the Ryukyuans for continued use. 

Mr. Lanwam. In connection with my first question, how are the 
people reacting to this program? 
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Mr. Gary. Will the gentleman yield ? 

Mr. Lanyam. Yes, 

Mr. Gary. To whom will the lump-sum payment be paid, to the 
government or to the former owners of the land? 

Mr. Gries. To the owners of the land. 

Mr. Gary. To the former owners of the land ? 

Mr. Gruutes. Yes. 

Last year there was almost united opposition to this formula, this 
lump-sum formula. Recently there has been a division among the 
people. The present chief executive, Mr. Thoma, formerly chief jus- 
tice of the Ryukuyu Islands, has advocated lump-sum payments. That 
is one way in which the Ryukyuan landowner can at one time get 
enough money to possibly convert to some other form of business. He 
gets enough in one lump sum to make an investment. There are strong 
indications that the acceptance of the lump-sum payment is being 
shared by an increasing number of Ryukyuan landowners, although 
there is continuing opposition. This opposition undoubtedly is stimu- 
lated by those who do not want to see the land program completed. 
They would like to embarrass the United States. 

Mr. Lanuam. What was the situation with reference to the owner- 
ship of the lands of the islands prior to our occupation? Was own- 
ership pretty well diversified or was it concentrated in the hands of 
a few large landowners? 

Mr. Gitutrs. It was very much diversified. The average lot is 
eight-tenths of an acre for a Ryukyuan farmer. There were ap- 
proximately 50,000 owners of this 40,000 acres that was acquired. 

Mr. Lanuam. What was the problem in the election of this mayor? 
Did he object to this plan? Was he one of those who objected? 

Mr. Gites. Yes. Let me put it this way. 

Mr. Forp. Do you want this off the record ? 

Mr. Passman. Off the record. 

(Discussion off the record.) 


HOSPITAL FACILITIES 


Mr. Lanuam. Naha is where you propose to build a hospital and 
the police barracks or police building ? 

Mr. Gries. Yes. 

Mr. Lanuam. How is the police force housed now ? 

Mr. Giuies. They are housed in several different buildings, I might 
say inadequately housed. One of the buildings was the former build- 
ing utilized for judo instruction, but is now housing the police force. 

Mr. Gary. Will the gentleman yield ? 

Mr. Lanuam. Sure. 

Mr. Gary. Is this city you referred to on the island of Okinawa? 

Mr. Gitutes. Yes; it is the capital city. 

Mr. Nowrety. May I make a correction? The hospital is to be 
constructed in Miyako. 

Mr. Gruutes. Yes, . It is a health center that would be constructed 
at Naha. Miyako is some 150 miles west of Okinawa. 

Mr. Lanuam. Is the armed services hospital open to civilians at all? 
Are beds available for civilians? 

Mr. Gites. It is open to civilian employees of the United States, 
but not open to Ryukyuans except in cases of emergency. 
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Mr. Lanuam. Do the Ryukyuan citizens who are also employees 
of the United States Government have access to it? 

Mr. Giutes. No, sir. 

Mr. Lanuam. They do not? 

Mr. Gites. Not as a general rule. If one is seriously injured on 
a construction job he is rushed to the hospital for emergency treat- 
ment, but for general hospital care he does not have access. 

Mr. Lanuam. To sum the situation up, what is your conviction 
about the attitude of the people toward the United States occupation 
forces ? 

Mr. Gruutes. I would say that there is a large segment of the popu- 
lation, represented probably principally by the business people and 
those people who are benefiting directly from the United States forces, 
who are very friendly to us “and would not like to see a return of 
administration by Japan. 


REQUEST FOR INFORMATION SERVICES PROGRAM 


Mr. Lanuam. This fund you are asking for information, how are 
you seeking to meet the problem with the young people? Is this 
fund being spent for that purpose, any of it? 

Mr. Gites. Yes, sir. There are information centers throughout 
the Ryukyu Islands, five information centers. They are developing 
programs that will ‘appeal particularly to young people. They are 
putting literature and other things in these information centers that 
will help to get our story across. There are radio group listening 
programs. This complements the university and public school pro- 
gram, through which we also try to get our story told. 

Mr. Lanuam. Are you making any progress among the young 
people? It seems there have been university students everywhere 
that have stirred up this anti-American feeling. 

Mr. Giiutes. I think we are making progress. We certainly have 
not licked the problem yet, but I believe we are making progress. 

Mr. Lanna. That is all for me, thank you. 

Mr. Passman. Mr. Adenauer is addressing the Congress at 12:30. 
General, can you return tomorrow morning at 10? Off the record. 

(Discussion off the record.) 

Mr. Gary. I would like to ask a couple of questions. 


MOVEMENT TOWARD CONTROL BY JAPAN 


This reversion to Japan movement you referred to, there is a rever- 
sion to Japan movement, then, among some of the people? 

Mr. Gitutes. That is right. 

Mr. Gary. Does the People’s Party favor that movement ? 

Mr. Gruures. It does, the People’s Party and the Socialist Party ; 
and I might say there is a direct correlation between the intensity 
of the reversion movement in Okinawa and the stimulation it gets 
from outside the Ryukyus. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Passman. Have you detected this small movement only re- 
cently, or is it something you have been watching for many years? 

Mr. Giuutes. We have been w atching it for many years? 
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Mr. Passman. This is not new, then, but it is something you have 
had under surveillance for several years? 

Mr. Giuutes. Yes; that is right. 

Mr. Passman. The committee will stand adjourned until 10 o’elock 
tomorrow morning. 


Wepnespay, May 29, 1957. 


Mr. Passman. The committee will come to order. 

On yesterday we were considering funds for the administration of 
the Ryuku Islands, and we agreed that we would finish the adminis- 
tration part of it and then go into the request for funds for a new 
powerplant. 

I believe that Mr. Lanham had finished questioning the witnesses. 

Mr. Natcher, do you have any questions 4 

Mr. Natcupr. Not at this time, Mr. Chairman. 

Mr. Passman. Mr. Denton? Do you have any questions? 


POSSIBLE VOLUNTARY REDUCTION IN BUDGET REQUEST 


Mr. Denton. I notice that this request reflects an increase of ap- 
proximately 70 percent. Now, probably, there was a different. climate 
of feeling about Federal spending when this budget was drawn up. 
I am sure you are familiar with the attitude in the Congress at the 
present time, and I am sure you know that the committee cannot take 
a bill onto the floor of the House with that large an increase. 

General Gattny. I beg your pardon, sir? 

Mr. Denton. The aaninialt inerease in this appropriation is ap- 
proximately 70 percent. You drew this budget up probably a year 
ago, and there was a considerably different climate then from what 
there is at the present time, but I am sure you know that. this eom- 
mittee cannot take a bill onto the floor of the House which has an 
increase of 70 percent. It would never go through, and what I was 
going to suggest to you is that in line with what 1s going on, we have 
to make some pretty severe euts. Could you help us in some way 
by telling us where this could be reduced, so that it would be below 
last year’s appropriation 4 

Do you think you can go over this and help us cut this down ? 

General Gatuny. With reference to these funds that we have asked 
for, sir, it was our ‘considered opinion that we needed them. 

Mr. Denton. I do not doubt that was your feeling. 

General Gamry. And we needed them badly. 

Mr. Denton. But with whatever we give you, you will do the best 
you can with it; will you not? 

General Garter. Yes, sir. 

Mr. Denton. We have a problem a little bit different this year, from 
what we have had heretofore, and if you could help us on that, L-would 
be very grateful. Would you be kind enough to go over a few of 
these items with us and tell us where we might make any reductions? 

Here is an increase of $1 million in the reconstruction finance fund 
for this island. 


General Garry. Yes, sir. 
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Mr. Denton. You have $4 million available in that fund now ; do 
you not ! 

General Gaitey. Well, we just did not put in the $1 million without 
a whole lot of going into the matter, even more than we went into 
it yesterday, as well as when we went into the matter with the Depart- 
ment of the Army and when we went before the Bureau of the Budget, 
and it is our considered opinion that if that $1 million were cut out, 
it would be detrimental to the achievement of the program out there. 

Mr. Denton. We have seen many, many things cut in this Congress 


along that same line, and of course, we are dealing with an attitude 
which is different right now. 


General Gattey. Yes, sir. 

Mr. Denton. You do have $4 million in that fund that is available 
for loans now; do you not? 

General G alney. Y es, sir. 

Mr. Passman. Plus the repayments? 

Mr. Denton. And, you have the repayments which are coming in? 

General Gamzy. Yes, sir. 

Mr. Denton. We do not have anything comparable to the Ryukyu 
RFC in the United States; do we? 

General Gaitey. Well, I am not entirely familiar with the United 
States and with such matters here to answer that. 

Mr. Denton. However, very few loans are ever made under the 
Small Business Administration, and the RFC has been abolished. 


POSSIBLE INTERFERENCE BY RRFC WITH FREE ENTERPRISE 


Do you receive complaints by the people over in Okinawa to the 
effect that by making these loans you are interfering with free enter- 
prise and business in any way ? 

General Garey. There are no complaints of that nature which 
have been brought to my attention, and I do not believe there have 
been any. Is that correct, Mr. Gillies ? 

Mr. Giixres. That is true, sir. These loans are made for the stim- 
ulation of free enterprise in the Ryukyu Islands. 

Mr. Denton. Of course, we thought the RFC and the small business 
loans were for that purpose also, but certain people throughout the 
country complained about them. 

Do you have any private firms loaning money over in Okinawa? 
Do you have any people who are complaining because the RFC loans 
are interfering with their business ? 

Mr. Gituies, No, sir; this is virtually the only source for long-term 
loan for pr ivate-enter prise purposes, in dev eloping the economy, and 
in that area where you have a deficit economy to start with and too 
many people and too little land, because the United States has taken 
some of the land out of production for military purposes, the only 
answer is to give these people some other sorts: of jobs, and these loans 
go for that purpose. 

Mr. Denton. Of course, I think that is right—if we take their land 
out of production, we owe them something. I agree with you on that. 
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Mr. Guutres. In addition to that, we have the military base there, 
which is a very vital key in the defense of the sec urity interests of 
the United States, and we feel that this is a very small investment to 
stimulate the political and economic stability which will make the 
military base effective. 


CHARACTERISTICS OF LOAN PROGRAM 


Mr. Denton. What rate of interest do you charge? 

Mr. Gruss. It runs from 4 to 7 percent. 

Mr. Denron. With reference to the loans which you make, about 
what percentage of them do you make on application ¢ 

Mr. Baron. It is running this fiscal year at approximately 90 per- 
cent. 

Mr. Denton. What is your percentage of defaults ? 

Mr. Baron. Less than 1 percent are in default. 

Mr. Denton. Are you making long-term loans for the purpose of 
buying houses and to go into business, and things like'that ? 

Mr. Baron. Yes, sir; we make them for both of those items—buy- 
ing houses and going into business. 

Mr. Denton. You do not do anything like FHA does, where some- 
one else makes the loan and the Government guarantees it, but takes | 
the loss if there is a loss? 

Mr. Baron. No, sir; this is a direct-loan program. I 






LOCAL GOVERNMENT ORGANIZATION 









Mr. Denton. Let me ask you something about the local govern- 
ment there: As I understand it, under this treaty the United States 
governs the islands and we appoint the governor! 

Mr. Baron. Yes, sir; however, technically we exercise the power of 
administration rather than govern as it is usually understood. 

Mr. Denron. What form of local government do they have? 

Mr. Gitutns. The local government is organized along democratic 
lines with the legislative, executive, and judic ial branches. In the 
executive branch we have the departments which are responsible for 
the programs. Those departments roughly parallel our departments, 
such as the Department of Agriculture, the Department of Health, 
Education, and Welfare, and so forth. 

We have the legislative branch, which is composed of 29 seats, and 
the legislators are elected by the people down there directly from 29 
legislative districts. Then, we have the judiciary, composed of a 
three-level judicial branch, consisting of the magistrate courts, circuit 
courts, and court of appeals. 

Mr. Denton. Did they set that up themselves by convention, or did 
We supervise the setting up of these agencies ? 

Mr. Grutes. They had no constitutional convention. The govern- 
ment of the Ryukyu Islands was set up by civil administration 
proclamation. 












TAXES 





Mr. Denton. What kind of taxes do they levy locally? Is it a 
property tax, or is it an income tax, or what is it? 
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Mr. Grins. They have both. They have property taxes and an 
income tax as well as a commodity tax. They have a system of taxa- 
tion that pretty generally parallels ours. 

Mr. Denron. There is a rather large United States Government 
military installation on this island; is there not? 

Mr. Guuires. Yes, sir. 

Mr. Denton. And, undoubtedly, the military spends a great deal of 
money there on that island ? 

Mr. Giirirs. That is right, sir. 

Mr. Denton. That has been very helpful to the economy of some 
people; has it not? ; 

Mr. Gutuies. Yes, sir; that is quite true. 

Mr. Denron. The merchants and people who own property have 
made a big profit off it. Have the tax laws been such that they have 
tapped this new-found wealth ¢ 

Mr. GILiies. Yes, sir. 

Mr. Denon. In what way do they tax those people who make this 
money oif the Army ! 

Mr. Guus. It is principally through the income tax. There has 
been a loss in the real-estate taxes to the extent that we have acquired 
the land. 

Mr. Denon. Thatis right. 

Mr. Gitites. We do not pay taxes on the land that we have acquired. 

Mr. Denon. I appreciate that, but with reference to the income 
tax how do you reach this new-found wealth that has built up there‘ 

Mr. Gituies. The majority of this income going to the Government 
from taxation is not at a very high level. It is the income tax from the 
40,000 people that work for the United States forces in the capacity 
of bulldozer operators, or truck drivers, or jeep drivers, or maids. 

In other words, they are at that level, and that is where the principal 
tax impact is, as far as tapping the sources of income derived from 
United States forces. 

Mr. Denton. Do not the merchants and people who have shops, 
cabarets, taverns, and other business interests make a tremendous sum 
of money off American soldiers 

Mr. Giiuies. Yes, sir. 

Mr, Denon. That is what I am interested in. Have you tapped 
the wealth that those people are getting ? 

Mr. Giuures. They are subject to the income tax. If it is a corpora- 
tion, it pays the corporation tax. 


TAX ENFORCEMENT 


Mr. Denton. What is your percentage of tax collections? Are your 
collections delinquent, or are you collecting the taxes regularly ? 

Mr. Gritirs. The taxes are being collected, but we feel that tax 
enforcement might be improved, and we have asked for a limited 
number of additional people to help the Ruykyuan Government in 
improving its tax enforcement. 

Mr. Denron. I note that you have requested in your justifications 
that we appropriate certain money for building schools. 

Mr. Giiies. Yes, sir. 
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LOCAL PARTICIPATION IN SCHOOL AND HEALTH CONSTRUCTION PROGRAMS 


Mr. Denton. How much of that cost will the local people pay? 
Also, you have a request for hospitals. How much will they pay? 
I am talking about school construction and not operation. 

Mr. Giures. Public school construction which will be carried out 
by the government of the Ryukyuan Islands in the fiscal year 1958 
amounts to 150,750,000 yen. 

Mr. Denton. How much is that in dollars? 

Mr. Guures. That is over $1 million. 

Mr. Denon. That comes from the local government ? 

Mr. Gites. Yes, sir. 

Mr. Denton. How much are we going to pay ? 

Mr. Giuures. We are asking for $115,000. 

Mr. Denton. How much ? 

Mr. Gruures. $115,000 to supplement their construction program 

Mr. Denton. AsI get it, they are to spend $1 million ? 

Mr. Giuures. $1.25 million. 

Mr. Denton. And you want us to spend how much ? 

Mr. Guuies. $115,000. 

Mr. Denton. On the hospital-construction program, how much are 
they to spend ? 

General Gatey. The 100-bed hospital in Miyako—I have those 
figures right here somewhere 

Mr. Meter. It is $250,000, which is the total cost. 

Mr. Denton. That is our contribution, or theirs? 

Mr. Meter. We are proposing to contribute $150,000. 

Mr. Denton. We pay $150,000 and how much do they spend ? 

Mr. Meter. Only this single institution, sir, or the total health 
program ? 

General Garey. How much for this particular hospital? 

Mr. Meter. $100,000. 

Mr. Denton. In other words, they are to pay $100,000, and we are 
going to pay $150,000? 

Mr. Meter. Yes, sir. 

Mr. Denton. Of course, here is the problem that I have in explain- 
ing these matters to my constituents: Why can we build schools in 
Okinawa or help build schools in Okinawa and why can we help build 
hospitals over there when there is objection to doing that in our own 
country ? 

General Gattry. Well, the reason we need the schools in Okinawa in 
the first place is because when the war ended, they did not have any 
schools, and those people could not carry out the school-construction 
program themselves, sir. 

Mr, Denton. Do we not have the same problem in America ? 

General Gatry. We have to furnish the facilities for those people 
over there in order for them to educate their children. They have no 
way of doing it. They are doing the best they can, and we ought to 
supplement their efforts. 

Mr. Denton. You say they have no schools at all? 

General Gattey. After the war most of the schools had been torn 
down or destroyed through warfare. 

Mr. Denton. Is not their economy in better condition than it was 
before the war, with the present American occupation there ? 
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General GatLey. Yes, sir; it is. 

Mr. Denton. Before we went in there they had to depend upon 
themselves to build their schools and hospitals; did they not? 

General Gattry. Well, as I understand it, the Japanese even before 
the war subsidized the island. 

Mr. Denton. They helped build schools and hospitals and those 
things? 

General Garey. I do not know about particular schools, but they 
did have to subsidize the islands themselves. 

Mr. Denton. Why do they have no better schools and hospitals if 
the Japanese subsidized them ? 

Mr. Meter. Those, sir, were practically all wiped out. 

General Garter. They were wiped out due to the devastation of war. 

Mr. Meter. They were practically all destroyed during the war. 
There was complete devastation in the islands at the end of the war. 

Mr. Denton. And this program is to replace the war damage? 

Mr. Meter. Yes, sir. 

General Gattry. Take, for instance, this hospital over on the island 
of Miyako: Miyako has 75,000 people. The present hospital over 
there is a 30-bed TB hospital that was put up at an ex-Jap radio sec- 
tion, or building, over there, and it is highly madequate, sir. 

Mr. Denton. I notice one other item about which I want to inquire. 


PAY OF CIVILIAN EMPLOYEES 


For employees’ pay you propose an increase of $263,000. 

How many new employees does that represent ? 

Mr. Nowe.u. This represents 39 in the Department of the Army, 
and they are civilians. There are also 25 local employees requested 
over the 1957 base. 

Mr. Denton. That is an increase of 39 and 25% 

General Gaitny. Twenty-five natives, and thirty-nine Department 
of the Army civilians. 

Mr. Denton. That would be 64 new employees? 

General Gattxy. Yes, sir. 

Mr. Denton. What kind of work will they do? 

General Garry. They will be spread out. Some of them will be 
used to strengthen the tax agency of the civil administration out 
there. 

Mr. Denton. You mean to say that we are paying for collecting the 
local taxes out there ? 

General Gattey. We are paying to get some people out there to help 
the Ryukyuan Government perfect its tax system, because they are 
young in the tax business, sir. 

Mr. Denton. Why should not that be paid out of the taxes which 
they collect? Why should not the tax collectors be paid out of the 
tax collections? 

General Gary. Well, they have just so much money, sir. 

Mr. Denron. Certainly, if you improve the tax collections out there, 
they will have more taxes collected. 

General Gattey. That is right, but if we have people to teach them 
better methods of collecting taxes through the civil administration of 
JSCAR, that will have a long-range betterment for us and it should 
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result later on in the Ryukyuans collecting more taxes because of the 
fact that these people will teach them, you might say, the system of 
taxation whieh is best, and the best method in which to carry it out, 

Mr. Denron. Well, [ think it is a very good idea, but I co not see 
the economy of the American taxpayer paying for someone to teach 
the local people over there how to collect taxes. I think their own 
tax collections should pay for that. 

General Gamery. Out of the money to be used for the administration 
of the Ryukyus next year, I have a chart here that shows some 95,7 
pereent—that is, the revenue for 1958 estumated—that the percentage 
of the program out there is to be met by internally generated funds at 
the rate of 95.7 percent. 

Mr. Denton. They are collecting it locally ? 

General Gamry. No, sir; this is the total money that the Ryukyuan 
Government gets from their internally generated funds to go toward 
the program out there—the economic programs and the administrative 
program. 

Mr. Denton. 97 percent is collected locally ? 

Mr. Merer. 95.7 percent. 

Mr. Denton. That is collected locally ? 

General Gauzy. Yes, sir; that is right, and the rest of it is included 
in this appropriation. 

Mr. Denron. You have an appropriation request here of more than 
$3 million. If that represents 5 percent, that would mean that they 
collect some $55 million in local taxes; is that right? 

General Garry. According to these figures, that would be correct. 
However, this budget contains only $1 million in support of Govern- 
ment services and projects. Applying the 95.7 percent the Govern- 
ment of the Ryukyu Islands furnishes in round numbers $23 million. 

Mr. Baron. This figure that the general gave us is the expenditure 
program of the Government of the Ryukyu Islands, and its total 
a program for 1958 is estimated at 2,790 million yen. 

Mr. Denton. How much is that in dollars? 

Mr. Baron. That would be approximately $24 million. 

Mr. Denton. That is, they collect $24 million locally? 

Mr. Baron. Yes, sir. Excuse me. That is the total amount of 
their expenditures. Of that expenditure program, they will raise 
from their own revenues 95.7 percent of that total figure or 2,677 
million yen. 

Mr. Denton. How much is that in dollars? 

Mr. Baron. Just about $23 million, which is $1 million less than—— 

Mr. Denton. $23 million? Where does this $3,875,000 come in, 
taking off the $1 million from the loan? 

Mr. Baron. Included in that $3.8 million figure is the $1 million 
that will be granted to the Government of the Ryukyu Islands, and 
that is this $1 million here that aids them in their program. 

The rest of the money is $1 million for the long-term credit program 
which is not a Government program, plus the administrative cost of 
the civil administration in the Ryukyus. 

Mr. Denton. I believe that is all, Mr. Chairman. 

Mr. Passman. Mr. Alexander, do you have any questions? 
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EXPANSION OF CIVIL ADMINISTRATION COURT SYSTEM 


Mr. Atexanver. General, in regard to the courts, I believe that you 
ask for some additional money for judges and other people in the 
sum of about $250,000; is that correct ? 

General Garter. No, sir; not all of that was for the judges. We 
had an increase there—— 

Mr. ALEXANDER. What is this $250,000 ? 

General Gairey. The judicial system envisions something like 
$93,655. 

Mr. Arexanper. That is in addition to what you have previously 
been receiving ? 

General Garry. Yes, sir. 

Mr. Avexanper. What kind of courts are held and are available 
dealing with native problems in the island? 

General GaiLey. This increase, sir, is more to set up courts of origin 
and furnish appellate courts which under the civil adocinistraticn are 
for our United States people out there and for others in cases of partic- 
war importance to the United States. 

Mr. ALexanprr. Well, you have courts-martial, and you have the 
Regular Army courts? 

General Garey. Yes, str; but that does not take into consideration 
civil cases for the Americans who are in business out there and for 
others where United States interests are involved. 

Mr. Atexanver, Well, are you intending to set up a Federal court 
in the islands of the Ryukyus? 

General Gaitey, No, sir. I do not know just exactly the definition 
of the words “Federal courts.” 

Mr. Atexanver. Are you going to set up a separate and distinct 
judicial system in addition te their civil courts which they now have? 

General Gatmtey. Yes, sir; and most of these will be—— 

Mr. Autexanpver. That would be the jurisdiction of that court? 

General Gatey. Well, the jurisdiction of that court would be 
mainly for the Americans out there—that is, the American people 
and for others in cases of particular importance to the United States, 

Mr. Atexanpgr. Are they tried now in the Ryukyuan courts, or 
how is that handled at the present time ? 

Mr. Gruies. Right now there are three different courts: We have 
the courts-martial that have criminal jurisdiction over the military 
personnel, and persons accompanying the military, and all other per- 
sons subject to the United States military justice. 

The valirtin court system does not have any jurisdiction either 
criminal or civil over persons subject to military law. 

Mr. Atexanper. That is right. 

Mr. Giiures. We have a small civil administration court now that 
has criminal jurisdiction in cases of offenses against the United States 
forces. It is proposed to set up and expand this civil administration 
court system so that these courts would have jurisdiction in civil cases 
where members of the United States forces are involved even though 
they are subject to military law, and in cases of particular importance 
to the United States. 

Mr. Arexanper. Would not the Ryukyuan law prevail in all civil 
matters, even dealing with American civilians on the islands? 
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Mr. Guu1es. I do not think it would in all cases, sir. You will have 
cases of contracts where the contractors with the American forces are 
involved, and I believe there will be cases where American law would 
apply. The question of the applicability of the Ryukyuan law is still 
somewhat uncertain. 

Mr. ALexanper. What justification in terms of cases now involved, 
and so forth, would there be for a $93,000 annual expenditure for an 
additional court? 

Mr. Giu1es. As an example, there was a recent case in which there 
was a United States contractor with the Air Force who let a subcon- 
tract to a Ryukyuan contractor, and the prime contractor, being a 
contractor with the United States, is subject to military jurisdiction, 
which denied the Ryukyuan court jurisdiction in that case. 

There is a dispute between the subcontractor, a Ryukyuan, and the 
prime contractor, a United States contractor, in which there is no 
forum for them to settle the issue. That is just one example. 

There are cases involved such as family-type cases of adoption, 
and so forth, in which the Ryukyuan courts do not have jurisdiction, 
because the personnel are subject to military law. 

There is no forum for civil cases of that nature at the present time. 

Mr. ALexanper. You do not have a great number of those cases, 
though, or a sufficient number which would justify that amount of ex- 
penditure annually ; do you? 

Mr. Griutres. This is not going to be a very elaborate court system. 

General Gartry. There would be 14 people in all. 

Mr. Gruures. There would be two lower courts. 

Mr. Atexanper. This would represent that much as an annual ex- 
penditure; would it not? 

Mr. Gruss. Yes, sir. 

Mr. Arexanner. It is approximately $100,000 for, it seems to me, a 
very small number of cases handled annually. 

Mr. Griures. There is another element: Under the peace treaty 
with Japan the United States has the judicial authority which is now 
exercised in great part through this Ryukyuan court system, but any 
review is through the plenary powers of the Governor, and it was 
felt it would be better to exercise that through a judicial system. 


JURISDICTION OF CIVIL ADMINISTRATION COURT SYSTEM 


Mr. Arexanver. Now, how much jurisdiction does your Civil Ad- 
ministration court have now ? 

Mr. Guures. It has very limited jurisdiction now. It has jurisdic- 
tion only in criminal cases involving offenses against the United 
States forces by local personnel who are not subject to courts-martial 
jurisdiction. 

Mr. Atexanper. What type of judges do you have now on those 
courts ? 

Mr. Guures. We have qualified lawyers. We have only two. There 
are two courts. 

Mr. Auexanper. What would be the difficulty in broadening their 
jurisdiction, and allowing them to handle this? 

Mr. Guttes. They will be incorporated into this court system, but 
in addition there will be an appellate court established from which 
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appeals from the Ryukyuan Court of Appeals could be taken in case 
there was, for example, an issue of nonuniformity of justice. 

Mr, ALEXANDER. You will still have the conflict of jurisdiction be- 
tween the Ryukyuan courts and whatever courts you might there 
establish, as to who had the final authority on a conflict of interest; 
would you not? 

Mr. Gitutes. Yes. 

Mr. Atexanver. Even if you established your new courts that you 
are asking for, you would not eliminate that problem. 

Mr. Gituies. But, you would have a place in which to settle such 
matters which you do not have now except plenary review through 
the administrative process. 


CIVIL ADMINISTRATION EMPLOYEES 


Mr. Atexanver. We were discussing yesterday the number of civil- 
ian personnel in the islands. How many military personnel are used 
in the Ryukyu Islands doing similar or duplicating jobs with civilian 
personnel 

Mr. Giuizs. There is no duplication within the civil administra- 
tion. 

Mr. Avexanper. Well, duplication of any kind of work that the 
United States Government is doing there. 

Mr. Giutes. There is no duplication, sir. The Civil Administra- 
tion is the only agency engaged in the governmental affairs. 

Mr. Atexanper. Do you have any civilian personnel in the Armed 
Forces over there / 

Mr. Giuuies. Yes, sir; but they are working strictly on military 
programs. They are not concerned with the Civil Administration 
program 


EXPANSION OF CIVIL ADMINISTRATION COURT SYSTEM 


Mr. ALexanper. Are any of these additional funds which you are 
requesting for the establishment of courts for buildings, or is it just 
for clerical assistance and judges ? 

Mr. Giuuies. It is for personnel only. They are inadequately 
housed now, but we are not asking for money of that type. 

Mr. Atexanper. Let us break down your 14 additional employees 
for the courts, and see just what jobs they would hold. 

Mr. Giuties. We would have 3 judges in the court of appeals; we 
would have 2 judges in the 2 lower courts—1 civil court and 1 criminal 
court—2 prosecuting attorneys, 2 interpreter-translators, and 5 clerical 
personnel. 

Mr, Avexanper. What would you need the prosecuting attorneys 
for in the civil court? 

Mr. Giiiies. We would use them in the criminal court. 

Mr. Atexanvrer. Well, you have your criminal courts now; do you 
not ¢ 


Mr. Gitiies. We do not have prosecuting attorneys. That is one of 
the problems. 


Mr. Atexanper. Do you not have military personnel that act as 
such ? 
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Mr. Giixtes. The military personnel are engaged in the administra- 
tion of courts-martial cases, and they do not come into these courts and 
they are not available to the civil administration for prosecution. 

Mr. Auexanper. That is all I care to ask, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Alexander. 

Mr. Denton. Mr. Chairman, I have 1 or 2 additional questions 
which I would like to ask. 


f 

Mr. Passman. You may proceed. ) 
BREAKDOWN OF BUDGET REQUEST 
f 


Mr. Denon. As I understand it, you spend $24 million to operate 
the Ryukyu Administration, and $23 million is collected locally and 
$1 million comes from the United States; is that right ? 

Mr. Baron. Yes. 

Mr. Denton. In this appropriation you have a request for $5,875,- 
000, and $1 million is requested for this economic development finane- 
ing. 

Where does the other $1,875,000 come from ? 

Mr. Baron. That is in the administration of the Government of the 







Ryukyu Islands for pay of personnel, plus the information program, 
exchange of persons, travel and so forth. 

Mr. Denton. That amounts to $1,280,000, which would still leave a 
$600,000 difference. 

Mr. Baron. Well, you see, under administration they have $1,575,- 
000, or $1,600,000 ; $210,000 under the Civil Administration program 
and $2,090,000—the $90,000 is the funds payable to Michigan State 
University in giving technical cooperation and guidance. 

Mr. Denton. I do not see that. 

Mr. Baron. That is item D above. 

Mr. Denton. Yes. 

Mr. Baron. That is $90,000 and civil information is $210,000; plus 
the $2 million we were talking about. 

Mr. Denton. $210,000 is for civil information and education / 

Mr. Baron. Yes, sir. You see, the basic items there are support of 
government services and projects; economic development and financ- 
ing, which is the $2 million you were speaking of. Then, this technical 
cooperation is the Michigan State University contract, and the $10,000 
above there is transportation cost of commodities. 

Then, the other items here are the information program, pay of 
civilian employees, travel, and incidental operation which is in the 
main reimbursement to the Army for services rendered. 
























RYUKYUAN RECONSTRUCTION FINANCE FUND 


Mr. Passman. Would you state again for the record the amount in 
dollars that is in the capital fund at this time ? 

Mr. Baron. Yes, sir, if you will bear with me, I will translate this. 
I will give you the figures as of June 30, 1957. 

Mr. Passman. I would like to have the latest figures you have. 

Mr. Baron. This is based upon the actual for March 31, 1957, and 
the estimate on June 30. 

Mr. Passman. Well, of course, you have a capital fund there. do 
you not? 
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Mr. Baron. Yes, in the sense that we have all these assets which 
are always being repaid. 

Mr. Passman. Well, of course, if you do not have money, you have 
receivables ? 

Mr. Baron. That is correct. 

Mr. Passman. Well, what I want to know is the actual capital 
structure. 

Mr. Baron. The actual capital structure assets on the 30th of June, 
1957, is estimated to be 2,280 million yen, which is $19 million. 

Mr. Passman. $19 million is presently in the fund? 

Mr. Baron. That is correct. 

Mr. Passman. The new program that you are starting and for 
which you are asking $1 million as a direct contribution by our Gov- 
ernment only increases the capital structure by 6 percent? 

Mr. Baron. Yes, sir; by less than 6 percent, actually. 

Mr. Passman. By less than 6 percent? 

Mr. Baron. Yes, sir. The actual United States contribution over 
the period of years is 2 billion yen, or $16.66 million. The balance 
of the money—— 

Mr. Passman. The balance is generated through counterpart funds? 

Mr. Baron. Yes, sir. 

Mr. Passman. You do state that this is a new item so far as the di- 
rect contribution is concerned / 

Mr. Baron. That is correct. Now, the difference between these 
two figures is the earnings of the fund during this period. 

Mr. Passman. I understand. 

Mr. Baron. And, of course, it has a reserve for bad debts, and so 
forth. 

Mr. Passman. What I was trying to get in the record is the amount 
of money that you have in the Ryukyuan Reconstruction Finance 
fund, and it is $19 million? 

Mr. Baron. Yes, sir. 

Mr. Passman. That is the estimate as of June 30? 

Mr. Baron. Yes, sir. 

Mr. PassMan. What are the latest actual figures? 

Mr. Baron. The latest actual figure as of March 31, 1957—the ac- 
tual figure—is 2 billion yen, which would be approximately $17.3 
million. 

Mr. Passman. That is quite a profitable operation—about a $2 
million profit annually ? 

Mr. Baron. No; we expect to get in 1958 income from loans of 
yen 145 million of which the operating expenses against those opera- 
tions are approximately yen 14 million. 

So, roughly, it is something over $1 million in a year in income over 
and above expenses, 

Mr. Passman. That is reinvested in the Ryukyuan Reconstruction 
Finance Fund? 

Mr. Baron. That is so. 

Mr. Passman. So, without this money, you would have the $1 
million in profits on the loans coming in annually ? 

Mr. Baron. Yes, sir. 
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NUMBER OF AUTOMOBILES 


Mr. Passman. Do you have any automobiles in the Ryukyus other 
than on Okinawa? 

Mr. Baron. Yes, sir; we do, but they are in small numbers. 

Mr. Passman. What is the number of automobiles on the island of 
Okinawa? 

Mr. Baron. It will approximate right at the present time, outside 
of the military establishment, around 10,000. 

Mr. Passman. Around 10,000 automobiles on the island of Okinawa? 

Mr. Baron. No; wait a minute. Excuse me. That figure is about 
1,000. 

Mr. Guut1es. No; there are 6,500 vehicles licensed by the Govern- 
ment of the Ryukyu Islands. 

Mr. Passman. There are 6,500 vehicles licensed by the government 
of the island ? 

Mr. Giuiures. Yes, sir. 

Mr. Passman. What is the license fee for an automobile? 

Mr. Giiu1es. Do you mean, sir, the amount of the license? 

Mr. Passman. Yes, the amount that they pay for the tags or the 
amount which they pay for the privilege of operating an automobile. 

Mr. Baron. It is 2,000 yen, and that is about $15 or $16. 

Mr. Guutes. It, is $16. 

Mr. Passman. How would that number of 6,500 compare to the 
number of automobiles in prewar years ? 

Mr. Baron. Oh, it is extremely higher. 

Mr. Passman. In other woe, they do have many more luxuries 
now than they had in prewar years ? 

Mr. Baron. Most of these automobiles are taxis. I believe accord- 
ing to the last count there were only about 400 or 500 privately owned 
vehicles in the sense of an individual owning a vehicle. The other 
vehicles are taxis in the main and business vehicles. 

Mr. Passman. The category of “business vehicles” would be the 
businessmen who own them ? 

Mr. Baron. Yes, sir. 

Mr. Passman. After all, if you are a businessman, and own an auto- 
mobile, it becomes a pleasure automobile when you are not using it 
in business. 

Mr. Baron. Yes, sir. 

Mr. Passman. I visited the islands in 1949 with my distinguished 
Chairman here, and to be frank with you, on the island of Guam you 
might find a very mediocre place to live, but you would certainly see 
a nice, sleek automobile at some little bamboo shack adjacent to the 
house. 

Mr. Baron. We do not have that situation on our island. You see 
great numbers of automobiles, but they are almost 95 percent engaged 
in the taxi business, and their main business, of course, is hauling the 

public, but nevertheless, there are 6,500 automobiles licensed by the 
eas Government. 

Mr. Giturmes. These are not all automobiles, sir. These include 
trucks 

Mr. PassMAn. Well, it includes motor vehicles of all kinds. 
Mr. Gitutes. Yes, sir; that is right. 
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SIZE OF MILITARY PAYROLL 


Mr. Passman. Is your military payroll about the same as it has been 
in the past? Has there been any reduction ? 

Mr. Fino. No, it is substantially the same as in the past. 

Mr. Passman. And with the same number of military personnel, 
they would spend about the same amount of money in the ipaaaa 
economy as in the past ? 

Mr. Baron. The income of the military personnel is approximately 
the same as in previous years. : 

Mr. Passman. And the economy of the Ryukyu Islands is continu- 
ing to improve 4 

Mr. Baron. Yes. 

Mr. Passman. I ask the question for this reason: I think this is 
the first agency that has asked a 65-percent increase in the money 
they wanted for 1958 over 1957. Taking this as an independent 
operating function, to ask a 65-percent increase over what you had 
last year, we must have these answers, because I am afraid we will 
have these questions. You have about the same military personnel, 
the economy is improving, and yet you ask a 65-percent increase for 
the Ryukyu Islands, most of it going in the economy of the Ryukyu 
Islands. If we are still spending the same amount of money through 


the military, with these other aids we may have a hard time justifying 
an increase. 


REQUEST FOR TWO ADDITIONAL AUTOMOBILES 


In the appropriation language on page 2 there is a request for two 
additional automobiles. Who are these for and why do you need 
them ? 

Mr. Guutes. These two additional automobiles are the result of 
increased activity, increased requirements, for Civil Administration 
functions. 

Mr. Passman. Based upon the requested appropriation for this 
year ? 

Mr. Gries. Yes, sir. 

Mr. Passman. Without the increase—I am speaking again if the 
Congress in its wisdom should deny the increase—you would not 
need the two additional automobiles? 

Mr. Giuures. That is partially true, but they are also needed be- 
cause of the increased activity, due to the land program and other 
programs. Okinawa a few years ago was a forgotten place; nobody 
asked questions about. us or visited us or inspected us. Now we have 
to carry out programs on a different basis. 

Mr. Passman. But the land area you cover is still small compared 
to some of the counties in this country ? 

Mr. Giuirs. Yes. 

Mr. Passman. How many miles of hard-surface roads do you have 
on the island of Okinawa ? 

Mr. Gitutes. I do not have that figure in mind. 

Mr. Baron. Approximately 140 outside of the Military Estab- 
lishment. 

Mr. Passman. One hundred and forty miles of hard-surface road ? 

Mr. Gary. Outside of the Military Establishment. 

Mr. Baron. Paved roads, not gravel roads. 
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Mr. Passman. How many automobiles do you have there? 

Mr. Nowe tu. The civil administration has 13 vehicles. 

General Gamzy. Mr. Chairman, you asked yesterday about the in- 
crease of $23,000 for incidental operating expenses. You asked how 
much of that could be attributed to increased personnel. The 2 ve- 
hicles that you mention and $1,500 for equipment you can attribute 
directly to increase in personnel and to increased activities. 

Mr. Passman. But you do have a request for a substantial increase 
in personnel ? 

Mr. Nowe. Thirty-nine. 

Mr. Passman. Thirty-nine additional civil employees ? 

General Gattey. That is right. 

Mr. Passman. Any further questions on administration ? 

Mr. Gary. I have one, Mr. Chairman. 


RYUKYUAN RECONSTRUCTION FINANCE FUND 


What was responsible for the increase in the capital of RRFF from 
March to June? I believe you said that in March it was seventeen- 
million-some-odd dollars and in June it was $19 million. You further 
stated they are only making a little over $1 milliona year. What was 
responsible for that increase? 

Mr. Baron. There is going to be 145 million yen interest. income 
from loans and a grant of the civil administration of $186 million 
which was programed previous to the start of fiscal 1958. That is the 
final grant. out of 300 million yen total that the civil administration 
programed, 

Mr. Gary. Are they counterpart funds? 

Mr. Baron. Those are the remnants of the counterpart funds, 

Mr. Gary. So it would be largely due to the continuance of contri- 
bution of counterpart funds? 

Mr. Baron. This is the last one available to this fund from that 
source. The final amount will be 186 million yen. 

Mr. PassmAN. I am still slightly confused. Aside from any other 
contributions to this fund, the interest alone would increase it by 
approximately 1 million American dollars per year? 

Mr. Baron, In 1958 it will be slightly over $1 million from the 
interest item after you deduct the expenses of operation. 

Mr. Passman. After you deduct the expenses of operation you will 
increase the capital structure by $1 million from interest alone? 

Mr, Baron. Yes. 

Mr. Denton. Do counterpart funds go into that fund? 

Mr. Baron. They have since its inception in 1950. 

Mr. Denton. And that represents our counterpart funds in that 
area ? 

Mr. Baron. Yes; it represents the sources that generated counter- 
part funds. 

Mr. Denton. Has any money been put in that fund other than 
counterpart funds? 

Mr. Baron, No, 

Mr. Denton. Suppose we should leave Okinawa, how would we 
ever get that money back to the United States? 

Mr. Baron. This money is invested in the form of loans, plus the 
working capital cash account which covers approved loans. 
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Mr. Denton. How will we ever get that money back to the United 
States ¢ 

Mr. Baron. It would be dependent on an agreement with the sub- 
sequent sovereignty as to the terms of repayment, because of course 
it will be repaid in local currency, and the current local currency is 
yen, which is only good there. 

Mr. Denton. As a practical matter you would haye to accept 
commodities ? 

Mr. Passman. Or it might be a concession in a treaty, “You have 
done a good job, we give you this in appreciation.” 

Mr. Baron. Yes. 

Mr. Passman. There is no provision for repayment, and when we 
finally work out a treaty we might say, “We are all even.” 

Mr. Gary. It is not a question of repayment because we are not 
giving it to the Ryukyuan Government. It is our money. We are 
loaning it to the individuals but we use the Ryukyuan Bank as an 
agency for making the loans, as I understand. 

Mr. Baron. That is correct. 

Mr. Passman. But there is no agreement by the Ryukyuan Bank to 
give it back to the United States. 

Mr. Gary. The Ryukyuan Bank does not own it. They are simply 
agents. ‘The money belongs to the United States except we are loan- 
ing it to the Ryukyuans and use the Ryukyuan Bank to make the 
loans. 

Mr. PassmMan. But you state there is no contract and in all prob- 
ability when we finally pull out of the Ryukyus this will probably 
be included in a treaty and it may be we will not get any part of it 
back. Is that right? 

Mr. Baron. Yes, 

Mr. Gary. It is not a matter of getting it back. It belongs to us, 
and if there were an agreement we would have to agree with our- 
selves. 

Mr, Denton. As a matter of fact, there is no practical way of getting 
it back to this country. You could, but it would be pretty hard. 

Mr, Passman. Off the record. 

(Discussion off the record.) 


SURPLUS COMMODITIES AND SUPPLIES 


Mr. Atexanper. Could you tell me what has been expended in the 
Ryukyu Islands in fiscal year 1957 in addition to the $2,350,000 shown 
in the report in the form of surplus commodities and supplies donated 
or things coming from the United States to the Ryukyuan people? 

General Gamer. Mr. Baron has a list of that. 

Mr. Baron. The basic aid in this past fiscal year 1957 has been 10,000 
tons of surplus rice to relieve the hardship of a series of very serious 
typhoons this year, the principal one being typhoon Emma. That 
surplus rice comes from the United States out of surplus stock. It is 
sold in the Ryukyu Islands and the proceeds of that sale are used in 
work relief projects and typhoon reconstruction projects. The total 
receivables nk that 10,000 tons of rice will be $1,200,000. 

Mr. Atexanper. Who administers the sale of these surplus com- 
modities ? 
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Mr. Baron. It is sold by an organization known as the Okinawa 
Food Co., which operates under an absolute price control by the 
government of the Ryukyu Islands, which sets the exact figure that 
thiey may charge and the figure they must pay for this rice. 

Mr. Arexanper. Does that $1,200,000 in any way benefit the govern- 
ment of the Ryukyu Islands? 

Mr. Baron. In the sense that it provides relief for its citizens in 
this typhoon disaster in the past year, yes, it does. 

Mr. Atmxanper. In fact, you could almost say that it was going to 
the government, in a broad sense, could you not 2 

Mr. Baron. The government is not passing upon the expenditures, 
it is just a conduit for payment for reconstruction activities. It can- 
not be used for general purposes of the government. They can use it 
only for welfare activities on the reconstruction of typhoon damage. 

Mr. Arexanper. Does the Ryukyuan Government have any relief 

agency itself such as our welfare program ? 

Mr. Baron. Yes; however, it is extremely small in the amount of its 
resources from its government budget, and completely inadequate to 
take care of the disaster of the last year. 

Mr. Arexanper. Is that. the only thing they get from the surplus 
commodities ? 

Mr. Baron. Yes, except the surplus commodities channeled through 
organizations such as voluntary charitable organizations, church or- 
ganizations, and such as that. 

Mr. Auexanper. Do you have that amount? 

Mr. Nowett. I will let Mr. Meier answer that. 

Mr. Meter. In 1956 we shipped 6,742,000 pounds of foodstuff. That 
included dry milk, rice, wheat, beans, and cornmeal. 

In 1957 shipments to date have been 4,860,000 pounds. 


TRANSPORTATION OF COMMODITIES 


Mr. Atexanver. Was the transportation of any of this foodstuff 
and commodities charged against any of the appropriated funds? 

Mr. Baron. Yes, sir. The 1956 transportation was all paid out of 
funds appropri: ited under the GARIOA appropriation. In 1957 we 
are getting some funds from the Public Law 480 program. 

Mr. ALexanper. I notice in this bill you are asking that the Army, 
the Secretary of the Army, I believe, pay for this. Is that right? 

Mr. Nowe... No, sir. 

Mr. Meter. I do not know to just what you are referring, but we 

reduced this request from $40,000 last year to $10,000 this. year for 
transportation of commodities. That is the fund out of which this 
ocean freight has been paid. 

Mr. Nowe tt. I believe the Congressman is referring to the pro- 
vision in the appropriation language of this act where it said that 
funds are to be provided to the Secretary of the Army to pay ocean 
transportation charges from United States ports for movement of 
supplies donated to or purchased by United States voluntary non- 
profit agencies. In 1958 those supplies are such as clothing and mis- 
cellaneous medical supplies donated by church groups and voluntary 
nonprofit organizations. 

Mr. Avexanper. Then you would not pay transportation to the 
ports? 
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Mr. Nower. Not out of this appropriation. 

Mr. Avexanper. Was that true in 1957? 

Mr. Nowetu. No. We paid some of the transportation in 1957 for 
these goods until we received funds made available to us under Public 
Law 480. 

Mr. Avexanper. Then actually you will be relieved of some of the 
obligations you had last year ? 

Mr. Nowe. Yes, sir. We are not asking for that amount in 1958. 

Mr. Atexanper. You are asking that the Secretary of the Army 
pay it, is that true? 

Mr. Nowett. No, sir. That provision is only to provide for those 
donations of clothing and miscellaneous medical supplies that will be 
made by these chs witable organizations. It is only a sum of $6,000, I 
believe, to cover those purposes. 

Mr. Merrr. You will note on page 23 of the justifications that in 
1956 $99,475 was used for this purpose. Most of that went for these 
surplus agricultural commodities. In 1957 the total amount that will 
be used will be about $120,000. We are getting $80,000 from Public 
Law 480 funds for this purpose. 

Mr. ALtexanver. In addition to the $40,000? 

Mr. Meier. In addition to the $40,000, that is correct. 

Mr. Atexanper. What would you be getting in addition to the 
$10,000 vou are asking for in 1958? 

Mr. Meier. We have not yet received the estimates from the volun- 
tary agencies as to what they expect to ship, so we have not made up 
any specific estimates. These shipments have been fairly constant in 
volume. It is dependent on the availability of the surplus commodi- 
ties that the Secretary of Agriculture makes available to these agencies. 
_. Mr. Anexanper. But these surplus commodities and donated gifts 
amount to a considerable item with the small number of people you 
have there, do they not? 

Mr. Merer. The basis on which these commodities are being pro- 
vided now is to bring up the standard of relief in the Islands to what 
are considered minimum levels, which they estimate at—Mr. Baron 
can verify this—660 yen per month, about'$5 per month, for food. 

Mr. Atexanper. Do the Ryukyuan people realize that these com- 
modities and gifts are coming from the United States? 

Mr. Meter. I believe Mr. Gillies or Mr. Baron can probobly an- 
swer that from firsthand knowledge. 

Mr. Griuies. Yes, sir. The commodities are identified as coming 
from the United States and that this‘is a part of the United States 
contribution is made known through the information program as well. 

Mr. Atexanper. What effect does the fact you sell some of the 
surplus commodities have on the feeling toward this program ? 

Mr. Gruuies. We have only sold them in one transaction, which was 
for the purpose of reconstructing severe typhoon damage. The other 
commodities are donated and distributed through the welfare pro 
gram to persons who are in need of relief. 

Mr. Atexanper. And not sold? 

Mr. Gites. No, sir. 

Mr. Atexanper. That is all, Mr. Chairman. 

General Garey. Mr. Chairman, these — projec ts that we put 

here, in answer to the question that was asked a while ago, the 
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Department of the Army and the organizations out in the Paeific 
have been very select in screening these, and we have realized our 
responsibility to be as economical as possible, and these projects we 
have put in here we think are absolutely necessary, the hospital in 
Miyako, the health center in Naha, and the classrooms. We urge very 
strongly they be approved. 

Mr. Gary. Will the gentleman yield? 

Who will oper rate the hospital after it is built ? 

General Gattey. The Ryukyuans, 

Mr. Gary. At no cost to the Government ? 

General Gaitey. At no cost to us, 

Mr. Passman, I am sure, General, there was much thought put in 
this request and justifications, but even after abolishing certain pro- 
grams and making savings on other programs, you still come up with 
a request for a 65 percent increase over what you had last year for 
the Ryukyu Islands. 

General Gaitzy. We are very conscious of that, and that is why we 
went into such detail. 

Mr. Denton. You have about a $1 million profit out of this fund ? 

General Gattey. Yes. 

Mr. Denton. Could you use any of that for the purposes you refer to. 

Mr, Passman. I think the law would keep that fund intact. 

Mr. Denton. I guess that is what the law is on that, undoubtedly. 


ConstrucTion OF Power Systems, Ryukyu Istanps, Army 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 
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Program by activities: Conventional es (total obli- 
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Obligations by objects 


| 
1957 estimate 


| 1956 actual 1958 estimate 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


| 
| 
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BUDGET AUTHORIZATIONS AVAILABLE 


DIE. ci triiiccsivte rctetiandendr imei ir= ppacianaie ala $9, 200, 000 

EXPENDITURES AND BALANCES | et j , % 
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Balance carried forward: | | 
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Mr. Passman. Now we have reached the item “Construction of 
power systems, Ryukyu Islands.” The request is for $9,200,000. I 
believe on page 2 of the justifications it states : 


APPROPRIATION LANGUAGE 


Construction of power systems: For necessary expenses of construction, 
installation, and equipment of electric power systems in the Ryukyu Islands, 
which shall be operated by the Ryukyu Electric Power Corporation, an instru- 
mentality of the United States Civil Administration of the Ryukyu Islands; 
services as authorized by section 15 of the act of August 2, 1946 (5 U. S. C. 55a), 
at rates not in excess of $50 a day for indivduals; hire of passenger motor 
vehicles and hire of aircraft; $9,200,000 to remain available until expended, 
without regard to sections 355 and 3734, of the Revised Statutes, as amended, 
and title 10, United States Code, section 4774. 


JUSTIFICATION DATA 


Without objection, we will insert in the record pages 2, 3, 4, and 5 
of the justifications, because this is quite a large item and we might as 
well have all the detailed information. 

(The material referred to is as follows :) 


CONSTRUCTION OF Power Systems, Ryukyu ISLANDS, ARMY 


Construction of power systems: For necessary expenses of construction, in- 
stallation, and equipment of electric power systems in the Ryukyu Islands, 
which shall be operated by the Ryukyu Electric Power Corp., an instrumentality 
of the United States Civil Administration of the Ryukyu Islands; services as 
authorized by section 15 of the act of August 2, 1946 (5 U. 8. C. 55u), at rates 
not in excess of $50 a day for individuals; hire of passenger motor vehicles and 
hire of aircraft; $9,200,000 to remain available until expended, without regard 
to sections 355 and 3734, of the Revised Statutes, as amended, and title 10, 
United States Code, section 4774. 

Hstimate 1958, $9,200,000. 


Project 260—Construction of pawer systems, Ryukyu Islands 
Total for project: 


EE TeV TeIOt, TEE CONE BE cicrcceccmsereetaniiesenceoeamecteasinin nau. nasidciainheien 
Pe Ri ees: SCIEN CURIE IN ig nga eceatees aeatias te eaci tuaenena iene $9, 200, 000 


A. REQUIREMENTS 
Conventional powerplant: 
(X) Motes Mehitet.. sii saniteciapaentinie-scdcedsceulsaatw $1, 000, 000 
(2) POL storage, 3 80,000-barrel pumping station and line____ 


792, 000 
(3) 25% miles transmission lines together with increasing 
existing transmission capacities necessary to system ....____ 899, 000 
(4): 4 olinteemeeics sth wh ali, da ie a bb 614, 000 
(5) Communication, plant to plamt-....-.........-_-______ 200, 000 
(6) Utilities: Water, roads, sewer, electrical, water storage 
COEUR: CUE eco cece acca heared, eee dies waliccoandladekancsaticsae ee 200, 000 
(7) Plant consisting of 1 22,000-kilowatt generator with struc- 
ture to accommodate 2 22,000-kilowatt unit together with in- 
creasing subatating CnReitiei nk cio cincic ecesncimcdteteeces 5, 495, 000 
Total conventional powerplant_......__..__________ =... 9, 200, 000 


B. JUSTIFICATION 


It is necessary to increase the firm permanent land generating capacity of the 
power system in Okinawa by 22,000 kilowatts, by July 1, 1960, with provision of 
space for installation of an additional 22,000-kilowatt unit. In addition to the 
basic power generation, related transmission lines, substations, modification 
to existing electric! system, mooring facilities and adequate fuel storage are 
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required. It is planned to construct a POL-fueled steamplant of 22,000-kilowatt 
capacity with space for installation of a second 22,000-kilowatt unit. 

Proposed additions to the transmission system consist principally of 16 miles 
of 69-kilovolt steel tower transmission line and 9.5 miles of 69-kilovolt wood pole, 
H-frame construction transmission line with substations planned at Tengan, 
Ishikawa, Kin and Henoko, plus a plant-to-plant microwave communications 
system for power dispatching and control. Project plans also include necessary 
access roads, fencing, water and fuel storage tanks, loading ramps, and other 
appurtenances. 

At the present time, the only permanent land generating facility in the Ryvukyus 
is the Machinato steam powerplant located near Naha. This plant has a firm 
eapacity of 38,000 kilowatts. Current total (United States forces and Ryukyuan) 
demand exceeds the firm capacity of this plant by approximately 30 percent 
(firm capacity is determined by adding together the maximum capability of all 
units except the single largest unit, which is held in reserve). Within the time 
required to construct additional powerplants, the demand is expected to exceed 
by about 2% times the firm capacity of the Machinato plant. 

There is at present, available to supplement the Machinato steam powerplant, 
about 15,000 kilowatts of generating capacity from various diesel-powered gen- 
erators scattered among 7 different locations and 50,000 kilowatts from 2 floating 
power barges. Neither the diesel power-generating units nor the floating power 
barges are included in determining the firm permanent land generating capacity 
of the system for the reasons that (1) diesel-powered generating units are mili- 
tary property subject to removal or relocation if military expediency requires; 
they are expensive to operate and are considered only as standby units necessary 
for military security in case of an emergency; and (2) the floating power barges 
are both mobile-type units. The barges also are military property and could be 
withdrawn to another area should an emergency or other operational necessity 
arise. These two power barges are intended as an interim power source only, 
until permanent land generating plants can be constructed. Furthermore, one 
of the floating units is not fully dependable due to age and its efficiency is low. 

Addition of the plant herein requested will increase the firm permanent land 
generating capacity of 50,600 kilowatts. The permanent system will then be 
comprised of the Machinato plant which, at 10-percent overload, will provide 
50,600. kilowatts and the new plant which will generate 22,000 kilowatts. As the 
largest single unit in the permanent system, the new plant must be considered 
reserve, to derive the firm capacity of the permanent system. The anticipated 
peak demand on the system, by the time the facilities installed under this project 
become operational (fiscal year 1961), is 91,500 kilowatts. This will require 
the retention of overage, inefficient, temporary generating facilities pending 
authorization, funding, and installation of additional permanent generating 
plant. This construction, while providing electric power for both United States 
purposes and for the Ryukyuan populace, will also provide a continual source of 
revenue to the Ryukyuan economy, as does the present steam plant and trans- 
mission system constructed under appropriations for Government and Relief in 
Occupied Areas (GARIOA) in fiscal years 1951 and 1952. 

The present system reaches only 35 percent of Okinawa’s 680,000 population: 
however, the expansion as planned will reach 80 percent of the estimated 750,000 
population by January 1961. 

The proposed plant is planned for location near Kin beach in central Okinawa. 
This site provides sea water for cooling the turbine condensers, it is free from 
heavy seas, and is not located in close proximity to air bases or other areas of 
military concentration. 


EXPLANATION OF APPROPRIATION LANGUAGE 


Mr. Passman. General, what are sections 355 and 3734 of the 
Revised Statutes / 

General Gattry. May I have Mr. Wohl, who is the expert on this 
entire project? If the committee has the time for him to give you a 
briefing on this I think it would be very advantageous. 

Mr. Passman. I am sure it would be. First we should like to know 
what the statutes are that you refer to. 
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Mr. Wont. Section 355 deals with a provision for prior approval 
of the Attorney General of any site on which construction is con- 
templated. 

Mr. Passman. And you are asking for that to be waived ? 

Mr. Wont. That is correct. 

Mr. Passman. What is section 3734 ? 

Mr. Wout. Section 3734 is a prior approval required from the 
Administrator of the General Services of a sketch plan. 

Mr. Passman. And you are asking that that be waived ? 

Mr. Wont. Yes. 

Mr. Passman. What are the provisions of title 10, United States 
Code, section 4774 ? 

Mr. Wout. That is a limitation on space and cost of permanent 
structures. 

Mr. Passman. And you are asking that that be waived ? 

Mr. Wont. That is correct, sir. 


SIZE OF ELECTRIC POWERPLANT 


Mr. Passman. How large a plant do you propose to build ? 

Mr. Wont. The plant that is proposed would be a structure to ac- 
commodate two 22,000-kilowatt generators, with only one generating 
unit to be funded and installed at the present time. Subsequently, 
under future funding, there would be a second unit. 

Mr. Passman. You went to the Budget with this item ? 

Mr. Wont. Yes. 


REQUEST MADE TO BUREAU OF BUDGET 


Mr. Passman. What did you ask the Budget to recommend ? 

Mr. Wont. We asked for $9,205,000 to cover this item, and we got 
a rollback of $5,000. 

Mr. Passman. You asked for $9,205,000, and the Budget only rolled 
you back $5,000? 

Mr. Wont. On this item. We also asked for another project—I 
would like to go off the record on this. 

Mr. Passman. Without objection, it may be off the record. 

(Discussion off the record. ) 

Mr. PassMaN. Are not you asking for a lot of concessions, that we 
make these funds avail: rble regardless of secti ons 355 and 3734 of the 
Revised Statutes and title 10, United States Code, section 4774? That 
is quite a bill, that you ask us to bypass all these ‘authorities. 

Mr. Won. According to my understanding, the legislative lan- 
guage was prepared by the Army Comptroller’s counsel and was 
approved in the Department of the Army and Department of Defense 
and the Bureau of the Budget as being normal for an installation out- 
side of the United States. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr, Passman. Is the population of the Ryukyus increasing very 
rapidly? 

Mr. Wout. It is. The population of the Ryukyus is increasing at 
the rate of about 20,000 per year. 
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INCREASE IN AVAILABLE POWER 


Mr. Passman. Would not we be proceeding a little fast, if their 
population is increasing by 1 percent a year, to increase their avail- 
able power from 35 to 80 percent in 1 year? 

Mr. Wout. From 35 percent as of the present time to 80 percent 
as of 1961, when we would be putting this plant into operation. 

Mr. Passaan. The funds requested would provide power sufficient 
to take care of 80 percent of the population. You now have sufficient 
power to take care of 35 percent of the population. 

Mr. Wont. It would provide the wherewithall to produce the power 
and extend transmission lines to make it available to the population. 
With your permission, I would like to present some classified charts 
which show the requirements that would be met by the existing and 
proposed plant. 

Mr. Passman. If it is agreeable to you, I should hike to complet: 
some questions I have. 


OKINAWA POWER PLANT 


Tf I recall correctly, we built a plant at Okinawa several yeurs 
ago? 

Mr. Wont. There was a plant provided by funds from GARTIOA 
which was finished in 1953, known as the Machinato plant. 

Mr. Passman. What percentage of the population had power prior 
to the construction of that plant? 

Mr. Won. A very small percentage. The situation was that the 
existing electrical output generating capacity had been devastated in 
the war and the Machinato powerplant was the first replacement facil- 
ity which permitted the general availability of the power to the civil- 
ian economy and to the military forces. 

Mr. Passman. Is this plant similar in size to the one you contem- 
plate? 

Mr. Wont. The one there now is comprised of 4 generating units 
which, at 10-percent ‘overload, will provide 51,000 kilowatts. 

Mr. Passman. What did it cost to construct the plant you now have? 

Mr. Wont. The plant and transmission network were funded in the 
amount of $7,200,000. 

Mr. Passman. Of course, this will be a permanent structure on the 
island of Okinawa? 

Mr. Wont. That is correct. 

Mr. Passman. And, if we should ever move out, this would be 
their property and some settlement would be worked out in a treaty 
whereby we would come into possession of local currency in payment 
for it, something we could not use. 

Mr. Wont. That is problematic. We have counterpart funds in 
many countries that we make use of. 

Mr. Passman. Under most of the loan agreements, I think, it is 
generally conceded behind the scenes we will write them off in due 
time, and maybe that is the thing to do. I do not know. When did 
you start discussing this program ? 

Mr. Wont. The original submission by = ian East Command was 
with the proposal that this be included in the fiscal 1957 program. 
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Because of limitations on construction and budgets, it was not in- 
cluded in 1957, but it was included in 1958. 

Mr. Passman. It had not been discussed prior to that time? 

Mr. Wont. No. 

Mr. Passman. Will any of the power generated in this new plant 
be available to our armed services on the island? 


PRESENT POWER DISTRIBUTION SYSTEM 


Mr. Wont. Yes, sir. The present situation is this. We have what 
is called the Island Power System, which is made up of the existing 
Machinato plant, and two barges which are military-owned, Barge 
Jacona and Barge /mpedance. The Jacona has a capacity of 20,000 
kilowatts and the Impedance has a capacity of 30,000 kilowatts. 
There are also some standby diesels which remain from World War 
II with a capacity of 15,000 kilowatts. These are very antiquated and 
expensive to run. The Machinato plant, title to which is held by 
the Ryukyu Electric Power Corp., at the time it was completed was 
leased to the Army and the Army, under the operations contract with 
Gilbert Pacific, operates it as well as the Jacona, the /mpedance, and 
the standby. So the entire operation is in the hands of the military 
for our military requirements and for the local requirements, with the 
provision of free power in the amount of 30 million kilowatt-hours 
per year. 

Mr. Passman. What do you mean by free power? 

Mr. Wout. At no cost to the Ryukyu Electric Power Corp., and 
the Ryukyu Electric Power Corp. sells this 30 million kilowatt-hours 
to 5 local-enterprise distribution systems for distribution. 

In addition, as the local economy requires power in addition to the 
30 million kilowatt-hours, the power system provides the Ryukyu 
Electric Power Corp. with this additional power at cost. 

Mr. Passman. Does the Ryukyu Electric Power Corp. receive direct 
payment from our Armed Forces for the power they consume? 

Mr. Won. They receive it in the form of free power to the amount 
of 30 million kilowatt-hours per year. This is an amount which 
covers the straight-line amortization of the original cost of the facility 
plus 5 percent interest. 

Mr. Passman. Breaking that down on a dollar basis, what does it 
mean they are receiving in dollars and cents ¢ 

Mr. Wout. On a dollar basis, $622,000 a year. That is what the 
Ryukyu Electric Power Corp. receives in the way of power which, 
when sold, generates this. 

Mr. Passman. It is slightly complicated. 

Mr. Wout. Yes, it is complicated. 

Mr. Passman. Have you been on the islands recently ? 

Mr. Won. I was there in 1955. 


NEED FOR ELECTRIC POWER 


Mr. PassMAn. Do you find conditions much different today than 
they were last year? Do you think the need is any more urgent this 
year than a year ago? 

Mr. Wout. Yes, sir. The need is considerably more urgent in that 
we are approaching rapidly a time when the existing power gen- 
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erating facilities will not meet the combined requirements of the local 
economy and the military. 

Mr. PassMAN. That just means an expanding economy, and as your 
population increases and your economy improves you have greater 
demand ? 

Mr. Wout. That is right. The point is this, the urgency stems 
from the long lead time involved in putting a plant into “being. We 
are at a point where we must get this plant approved and funded in 
1958 in order to put it on the line in 1960 or 1961. 

Mr. Passman. Of course the committee understands the lead-time 
phase of this thing, that it takes some time to procure and install 
the necessary equipment, but there is no recent development that would 
make this strictly a matter of urgency, would you say / 

Mr. Wont. Yes, sir. The dev elopments have been twofold. ‘They 
have been, in the local economy, the expanding requirements for 
power which are generated by the expanding economy; and in the 
military sphere, the fact there have been additional deployments of 
our military forces, with the consequent increase in housing, all of 
which require more power 

Mr. Passman. What percentage of the power consumption of the 
military does the military generate themselves ? 

Mr. Wont. The military are running the entire system, which in- 
cludes the Machinato plant. 


MILITARY REQUIREMENTS FOR ELECTRIC POWER 


Mr. Passman. What percentage of the entire power output is used 
by the military and what percentage is used by the Ryukyuan 
economy / 

Mr. Wout. In 1956 the total demand in thousands of kilowatts was 
50,000 kilowatts, of which 40,000 was for the military requirements. 
In other words, they are taking roughly 80 percent. 

Mr. Passman. Do you have any other facilities? What would 
happen if you had a typhoon that would knock out this plant, put it 
out of operation? Does the military have auxiliary plants ? 

Mr. Wout. A deficit of the existing plant would mean the military 
could not meet their own requirements. 

Mr. Passman. That is not the question. They may not be able to 
meet their own requirements, but could they generate a percentage of 
the requirements with auxiliary units? 

Mr. Wout. If the Machinato plant were knocked out, you would 
have the Jacona, Impedance, and the standby diesels which would 
give you 65,000 kilowatts. You would be under the necessity, as you 
are in any power generating system, of keeping your largest single 
unit in reserve, which would take 30 ,000 kilowatts out of the system. 
That would give you 35,000, which would not meet the military 
requirements. 

Mr. Passman. But the military does have plants on these instal- 
lations so that they could start generating power ? 

Mr. Wout. To the extent of the facilities I have just listed for 
you. 

Mr. Passman. This was first discussed for fiscal year 1957? 

Mr. Wont. That is correct. 
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Mr. Passman. And on account of the drive for some economy in 
Government it was postponed to fiscal 1958 4 

Mr. Wout. That and other reasons, sir. 

Mr. Passman. Other reasons? May I have the other reasons? 

Mr. Wout. I cannot say that the only reason why the item was 
not included in fiscal 1957 was that there was an economy drive in 
Government. The decision was made at higher levels in totaling up 
what would be included and which were higher priority items. 

Mr. Passman. And they determined this could he postponed ? 

Mr. Wout. As of last year. 

Mr. Passman. Mr. Gary. 

Mr. Gary. Give us your charts and show us what you have. 

Mr. Wout. This information is classified. 

(Discussion off the record.) 

Mr. Passman. The military requirements increase about 1 percent 
a year? 

Mr. Wout. After the construction program is finished. 

Mr. Passman. It would be about 1 percent a year after the con- 
struction program is finished ? 

Mr. Wont. That is correct. 

Mr. Passman. Presently, what is the increase or is it just static? 

Mr. Wont. Off the record. 

(Discussion off the record.) 

Mr. Passman. But the requirements are presently being met fairly 
satisfactorily ? 

Mr. Woun. That is correct. 

Mr. Passman. When you finally finish this program, requirements 
will increase as estimated ? 

Mr. Wont. Requirements are being met very well at the present 
time. As I will show you when I superimpose this overlay on the 
chart, in a very short time, the total requirements will be such that 
existing facilities cannot meet them. 


EFFECT OF REDUCTION IN MILITARY FORCES 


Mr. Passman. One final question, if I may: If we should reach 
a more peaceful period in the world, it could just as easily decrease 
and there would be an excess of power there; is that right? 

Mr. Wont. No, sir. The figures that I am giving you are based 
upon our existing force in the Ryukyu Islands. We are, to my knowl- 
edge—and my knowledge is pretty good on the subject—not intending 
in any way to reduce our existing plant. We have an investment in 
bases there that runs close to $1 billion. 

Mr. Passman. I know. I had reference to military. If we should 
in future years decide we can cut this down to 40 or 50 or 60—it may 
never come; we hope and pray it will—you would have an excess of 
power. Would it not be plus, rather than minus? 

Mr. Wont. Let me answer it this way, sir: If we were to cut our 
military forces back in the area, then the existing high-cost temporary 
plant which the military has to supplement the Machinato steam 
powerplant would be cut back with them. They would take it away 
with them. It is not a firm asset of the economy. You have 2 floating 
power barges, 1 of which was built in 1929, and is already overage. 
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It is only maintained there because we have nothing to replace it 
with. You have the /mpedence, also a military asset, “floating. Ail 
you have to do is attach a tug to it and tow it away. 

Mr. Passman. Why did not the military come through the Defense 
budget for this powerplant, rather than through this local govern- 
ment of Okinawa? 

Mr. Wout. They come through the Army, in the Army’s responsi- 
bility for the civil ‘administration of the area, we being charged with 
the government of the Ryukyu Islands. 

Mr. Passman. They do not procure anything else for the Army 
through you, do they, for civil administration ? 

Mr. Wout. Insofar as it affects the local economy they do. We 
have the Machinato steam powerplant, the only permanent. facility 
in the island which was built to service local requirements and military 
requirements. 

Mr. Passman. In effect, this is for military use, the larger per- 
centage of it? 

Mr. Wout. It is for both. 

Mr. Passman. I know it is for both, but percentagewise a greater 
amount of your kilowatt consumption will be by the Armed Forces; 
is that correct? 

Mr. Wont. As of the present time, yes, but the trend is in the 
reverse. In other words, as your local economy expands, you will 
notice from. the chart that it takes a larger and larger proportion of 
the total power requirements to the point where, as of 1968, the local 
economy’s own requirements would be such that from the Machinato 
steam powerplant, all of its output would have to go to local economy. 
You could not service the military at all. 

Mr. Passman. Could not a request just as easily have been in the 
Defense Department’s budget? 

Mr. Wout. If it were put in a military construction budget, it 
would be a military asset, to service only military requirements, and 
would have nothing by way of additional power availability for the 
local economy. 

Mr. Passman. All right. You go ahead with your chart. 

(Discussion off the record.) 


OPERATION OF THE MACHINATO POWERPLANT 


Mr. Gary. Mr. Wohl, prior to World War II, the only electricity 
or power in the Ryukyus was furnished by the Japanese ; is that not 
correct? 

Mr. Wout. That is correct, sir. 

Mr. Gary. And all powerplants were operated by the Japanese? 

Mr. Wout. That is my understanding, sir. 

Mr. Gary. It so happens that I was on Okinawa, I think, in 1952, 
and they were constructing the Machinato powerplant, at that time. 
They were uncertain as to how they were going to operate it, because 
they did not have anybody on the island who was capable of operating 
the plant, and they were considering entering into a contract with a 
Japanese firm to operate it. 

Just what arrangement has been made for the operation of the pres- 
ent plant ? 
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Mr. Wont. The present plant, on its completion of construction and 
after testing period, was turned over, so far as title was concerned, 
to a Ryukyu public corporation called the Ryukyu Electric Power 
Corp., which was created by the United States civil administration 
by an ordinance. 

“Mr. Gary. Is that an agent of the United States administration ? 

Mr. Wout. It is an instrumentality of the United States civil ad- 
ministration. 

Mr. Gary. Who owns that company ? 

Mr. Wont. There is no capital stock. 

Mr. Guuies. It is a public corporation without capital stock. It 
was originally intended that this plant would be operated by the Ryu- 
kyu Electric Power Corp., or that was considered, and that it 
would sell power to the military and to the local economy. However, 
the need for operating military power sources, as well as this source, 
as an integrated system, was one of the principal factors in arriv- 
ing at this other arrangement, where the corporation owned the plant 
and leased it to the military, so that it can be operated as a single, 
integrated, islandwide system. 

Mr. Gary. When I was on Okinawa, they were planning for the 
operation of the plant. They contemplated at that time deeding it 
outright to the Ryukyuan government. 

I recall that they requested the Federal Power Commission to send 
a study mission over to Okinawa to study the situation, and to advise 
what rates the government should pay for electricity, so as to give 
the Ryukyuan government a profit, which they could use in boosting 
the economy of the government. 

Mr. Giiures. That is right, sir. 

Mr. Gary. That plan was not worked out as I understand it. It 
was not turned over to the Ryukyuan government, but instead, this 
power corporation was created. 

Mr. Giiures. Yes, sir, 

Mr. Gary. That is neither owned by the United States Government 
nor by the Ryukyvuan government; is that correct? 

Mr. Guus. It is created by the United States civil administration. 
Its charter is in the form of an ordinance, in the form of legislation, 
by the civil administration, so that upon liquidation, its assets would 
revert to the United States civil administration. 

Mr. Gary. What plans were made for the operation of the plant? 

Mr. Grutres. Upon leasing to the Army forces in the Ryukyu 
Islands of the plant, the Army hired a contractor to operate this 
islandwide power system, which includes the Army’s own facilities 
and this plant, owned by the Ryukyu Electric Power Corp. 

Mr. Gary. Do they have Americans operating it? 

Mr. Giiuies. It is an American company, Gilbert Pacific is the 
name of the contractor. 

Mr. Gary. They were considering contracting with the Japanese 
company, but instead, they contracted with an American company ? 

Mr. Giuuies. That is right. 

Mr. Gary. What is the situation as to the distribution of the power? 

Mr. Gituies. The consideration for this lease from the Ryukyu 
Electric Power Corp. of the powerplant to the Army is the 30 million 
kilowatt-hours of free power, which is delivered by the operator—the 
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Army contractor—to the Ryukyu Electric Power Corp. which, in 
turn, sells that power to five local Ryukyuan distribution companies 
which distribute in their franchised area to the consumers. The in- 
come to the Ryukyu Electric Power Corp. is in the form of the pay- 
ment to it by these distribution companies of power delivered to those 
companies. 

Mr. Gary. What is the capacity ? 

Mr. Gites. It is 51 megawatts. 

Mr. Wont. 51,000 kilowatts; 30 million kilowatt-hours per year is 
the rental payment. 

Mr. Gary. How much does that leave for the Army? That is what 
I am trying to find out. How much does that leave for our military ? 

Let me get this straight: Do our Armed Forces then have to buy 
the current back from these distributing companies, or do they get 
the balance of the power? 

Mr. Wont. No, sir; they get the balance of the power. The system 
is set up, or made up of the land-based Machinato plant, the diesels 
and the two power barges. They all tie into a steel tower 69-kilovolt, 
high-power transmission network. 

Mr. Denton. Did the Army build all of these ? 

Mr. Wout. The Army engineers, using GARIOA funds, con- 
structed this facility. 

Mr. Denton. What are GARIOA funds? 

Mr. Wout. Government and relief in occupied areas. 

Mr. Gary. That is the same fund we are now considering. 
GARIOA was government and relief in occupied areas. This appro- 
priation which we are working on now was formerly a GARIOA 
appropriation. 

Mr. Denton. With that money the government built these four 

lants? 
. Mr. Gary. They built the Machinato plant. 

Mr. Wout. The only element constructed with GARIOA funds is 
the Machinato plant, the one which is land based. 

Mr. Denton. Where did you get the other three? 

Mr. Wout. The other three are Army property originally con- 
structed out of military construction appropriations. 

Mr. Gary. They are just barges that you can move about from one 
place to another, similar to those used in Korea. All of the electric 
plants in Korea were in the northern part of Korea. When the war 
started the North Koreans immediately cut off all electricity from the 
southern part of Korea. We therefore, had to immediately switch 
several barges from Japan over to Korea to supply the current in 
southern Korea until we could get other plants built. 

These are just some of those barges that manufacture electricity 
that they can switch around and they have them stationed on Okinawa. 

Mr. Wout. These were there previously. 

Mr. Gary. They are the same two that were used in Korea? I knew 
we had some over there. 

Mr. Griuuties. Yes, sir. 

Mr. Gary. You were explaining. 

Mr. Wout. The entire network, made up of all available facili- 
ties, put power onto one central high-power transmission network, 
which leads into our military base facilities and from which the 
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military draw power as they require it. It also leads into the bus- 
bars of the Ryukyu Electric Power Corp. from which the power is 
taken off by five local Ryukyu distribution companies and distributed 
to the local economy. It is in the payment by the local distribution 
companies to the Ryukyu Electric Power Corp. that it realizes ulti- 
mately local currency, instead of the free power, which is turned over. 

Mr. Gary. Then our forces do not actually pay anything for the 
current that they use? 

Mr. Giuuies. They operate the plant. 

Mr. Gary. They operate the plant? 

Mr. Gites. They operate the whole system. 

Mr. Gary. That is right. They use what is necessary and, under 
the contract, turn the balance of it over to the Ryukyu Government? 

Mr. Wout. That is right. The military operation is funded out 
of normal military maintenance and operation funds. 

Mr. Gary. Who pays for the operation of the plant ? 

Mr. Wout. The maintenance and operation funds of the Army 
take care of the operation of the plant, and the payment to the oper- 
ating contractor, Gilbert Pacific. 

The Army is reimbursed from maintenance and operation funds 
of Navy, Marines, and Air Force, for power turned over to their 
facilities. Army’s maintenance and operation funds take care of the 
Army’s own requirements, and the total is such that it includes the 
cost of the 30 million kilowatt-hours, which are turned over by way 
of rental payments to the Ryukyu Electric Power Corp. 

Mr. Gary. That is rental payment for the use of the plant? 

Mr. Wout. The Machinato plant and the distribution system. 

Mr. Gary. So that they do not pay anything for the current at all, 
but that is taken as rent. Therefore, when they sell that current, 
that isa profit ? 

Mr. Wont. That is an income, out of which they take care of their 
own operating expenses, which are minimal in terms of a very small 
clerical force. They set up reserves for depreciation and amortiza- 
tion of the plant, and reserves for expansion of the transmission net- 
work, in order to further deliver power to the local economy, and the 
balance remaining over and above such reserves is, by act of the di- 
rectors, turned over to the general accounts of the government of the 
Ryukyu Islands. That serves as the ultimate income, then, to the 
government of the Ryukyu Islands. 

Mr. Gary. Then it would not be possible for them to accumulate 
enough money to build another plant to expand the system? 

Mr. Wout. It depends. If they program for expansion to such 
an extent that the amount remaining for turning over by way of ex- 
cess surplus to the government of the Ryukyu Islands is zero, then 
they turn over zero. There is nothing to require them to turn over any 
fixed amount to the government of the Ryukyu Islands. 

It is in terms of the demands for expansion. 

Mr. Gary. They pay, I take it, all of the expenses of distribution ? 

Mr. Wont. They have no expenses of distribution, because the 
power is turned over, in effect, from the terminus of the system, which 
is REPC, to the local distribution companies, so that the Ryukyu 
Electric Power Corp. has no expense of distribution. 

Mr. Gary. The local distribution companies bear that expense? 
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Mr. Wout. They buy from the Ryukyu Power Corp. and sell to the 
ultimate consumer, and they bear the expense of that. 

Mr. Gary. They bear all of the expense of collecting from the users? 

Mr. Wout. Yes, sir. 

Mr. Gary. Now, if the money is appropriated here to construct this 
additional plant, is the amount requested at this time the total esti- 
mated cost of construction of that plant? 


DISTRIBUTION OF ELECTRIC POWER OF PROPOSED PLANT 


Mr. Wout. This is estimated total cost of a structure, a chassis, 
to house two 22,000-kilowatt units, to install one 22,000-kilowatt unit, 
and to install the ancilliary facilities, which consist of moormg facili- 
ties, to bring in a tanker with petroleum, POL, the POL storage 
facilities, 251 4 miles of additional transmission network im order to 
bring the power further northward to service both the local economy 
in that area and additional military facilities being constructed in 
that area, and the substations that go with that, a microwave com 
munications network, plant to plant, which would connect the Machi- 
nato plant with this new facility in terms of power dispatch and con 
trol, and the incidental utilities, which are comprised of water, ro: ads, 
sewer, electrical, water-storage ts anks, and fencing. 

Mr. Gary. Is it contemplated when this is completed that title to it 
will be turned over to this same author ity, the corporation # 

Mr. Wont. Yes, sir. 

Mr. Gary. The same corporation that now owns the Machinato 
plant ? 

Mr. Wont. Ryukyu Electric Power Co. 

Mr. Gary. And distribution of current from the plant— the whole 
setup—will be handled exactly as it is being handled at the present 
time ? 

Mr. Wont. Yes. It would mean that there would be more power 
turned over to the Ryukyu Electric Power Corp., and more power 
available to the local economy, and more income. 


OPERATIONS OF THE RYUKYU ELECTRIC POWER CORP. 


Mr. Gary. Can you give us some idea as to just how the income 
and profits are running ‘under that operation at the present time ‘ 

Mr. Wout. I can give you their balance sheet and profit and loss 
statement as of April 30, 1957. This is the balance sheet of the 
Ryukyu Electric Power Corp. They have total assets of, translating 
this into dollars, $7,754,740 , consisting of the existing M: whinato steam 
powerplant, the transmission network and metering equipment, which 

vas the original plant turned over to them, and cash m bank and 
accounts receivable. 

vette had a net revenue for the period July 1956 through April 

957 of $416,528. 

Ne Denton. What was that period ? 

Mr. Wont. July 1956 through April 1957. 

Mr. Gary. Where does that money go? I refer to the net. That is 
not turned over to the Ryukyu Government; is it ? 

Mr. Wont. The setup is, as I indicated, they first charge off the 
operating expenses, which are negligible. They run under $2,000. 


{ 
; 
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Then they take care of the reserve for depreciation and amortization 
of the existing facility. 

Then they set up a reserve as the corporation directors deem best 
for additional expansion of the system. Anything remaining is 
turned over by way of excess surplus to the eeneral account of the 
government of the Ryukyu Islands. 

They can withhold all funds and keep them in a reserve for ex- 
pansion. 

Mr. Gary. That is what I wanted to get at. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Passman. Then the Ryukyu Electric Power Corp. is a paper 
organization created by the civil administration. 

Mr. Wont. It is a legally constituted corporation, which holds the 
title to the facilities and which was created by ordinance of the United 

States Civil Administration. 

Mr. Passman. Its directors determine how much of its profits go 
to the Ryukyu Government ? 

Mr. Wout. Yes, sir. These directors are appointed by the United 
States Civil Administration. 

Mr. Passman. Who are the directors presently? Would you name 
them, please ? 

Mr. Gituies. There are two members of the Civil Administration ; 
Tam one of the directors of the corporation. The other United States 
member, a director of the corporation, is Mr. Moss, an employee of the 
Civil Administration. There are three Ryukyuan directors of the 
corporation. 

Mr, Passman. What is your title? 

Mr. Gituies. Deputy civil administrator. 

Mr. Passman. And the title of Mr. Moss? 

Mr. Gittres. Mr. Moss is electrical engineer in the Public Services 
Division of Civil Administration. 

Mr. Passman. Who is chairman of the board, if we may put it that 
way? 

Mr. Gutures. I am. 

Mr. Passman. Thank you. 

Mr. Gary. I think that is all I have. 

Mr. Wont. I was at the profit and loss statement. 

Mr. Gary. Yes. Let us get the rest of the profit and loss statement. 

Mr. Wont. For the period July 1, 1956 through April 30, 1957, 
the income from sale of electricity was $828,869. This involves the 
sale of the 30 million kilowatt-hours which are turned over by way 
of rental payment free. It also involves the sale of additional power 
requirements of the locs il economy, which go from the system to the 
Ryukyu Electric Power Corp. at cost, and which are then similarly 
resold to the distribution companies. 

The total current expenses in the period covered of the REPC were 
$1,368, taking care of salaries and office supplies. 
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The depreciation for the plant for the period was $238,398. This 
went into a reserve for depreciation. The money set aside for pay- 
ment to the Army operating system for excess power taken above 
30 million kilowatt-hours was $162,935. There were capital outlays, 
additions to the system for underground cable and electrical equip- 
ment in the amount of $9,315, giving a net revenue of $416,852. 

Mr. Denton. What did you pay the contractor to run the plant? 
What was he paid? 

Mr. Giuuies. He is paid by the Army. 

Mr. Passman. For clarification purposes, in effect, the name 
“Ryukyu Electric Power Corp.” would leave the average member or 
individual under the impression that it was owned by the Ryukyuans 
rather than by Uncle Sam; would it not? 

Mr. Guiuies. I think that is a fair statement; yes, sir. 

Mr. Passman. Well, you have five directors, and you are the chair- 
man of the board ? 

Mr. Gitures. Yes, sir. 


RYUKYUAN DIRECTORS OF THE POWER CORPORATION 


Mr. Passman. You have three Ryukyuans as directors. What do 
they get in the way of compensation? What is their annual 
compensation ¢ 

Mr. Giuuies. They get no compensation. 

Mr. Passman. What is their incentive to serve without com- 
pensation ? 

Mr. Gruures. Their incentive is the development of the Ryukyuan 
economy through providing electric power for industrial uses, and 
improving the standard of living through delivering power to more 
individual Ryukyuan consumers. 

Mr. Passman. Who are these men? What do they do? What is 
their regular occupation ? 

Mr. Gu1es. One of the directors is the president of the Bank of 
the Ryukyus. Another director is the deputy chief executive of the 
government of the Ryukyu Islands, and the third Ryukyuan member 
is the Director of the Internal Affairs Department of the Government 
of the Ryukyu Islands. 

Mr. Passman. Does it cost any money at all to operate the Ryukyu 
Electric Power Corp. ? 

Mr. Giuties. We have 2 employees—2 Ryukyuan employees—and 1 
is an electrical engineer who makes some studies fer us on the cost 
of the distribution company’s opertion, and another who is a clerical 
employee, and then we have incidental office supplies. Those are 
the only costs. 

Mr. Passman. Are the directors paid so much for attending a 
meeting ? f 

Mr. Giuuies, The directors are not paid for attending a meeting. 
They receive travel expenses, if it is necessary. 

Mr. PassmMAn. Is that handled on a per diem basis? 

Mr. Guitures. Yes, sir. 

Mr. Passman. What do they receive per day when they attend 
meetings ? 

Mr. Gites. There is no per diem. It is only actual expenses for 
travel to attend the meetings. There is no compensation. 
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Mr. PassmANn. I understand that. However, sometimes I know in 
our own Government we pay very handsome expenses, you understand, 
to these individuals who serve in similar capacities. I was trying to 
clear it up for the record. 

How often do you hold meetings? 

Mr. Gites. The board of directors meet once each month—a regu- 
lar meeting is held once each month. 

Mr. Passman. What is the average cost for each director to come 
to the meetings ? 

Mr. Gituies. At the present time it is nothing, because two of the 
directors are right in the same building where the directors’ meeting 
is held, and the other comes from a very short distance away. 

Mr. Passman. I think we asked this question earlier, but I do not 
recall whether you answered it or not: 


DISTRIBUTION OF ELECTRIC POWER 


Of the total consumption, what percentage is used by the Ryukyuan 
economy and what percentage is used by our defense forces? 

Mr. Wont. As of 1956 the local economy took 11 megawatts of a 
total of 49 megawatts. That is a little over 20 percent. 

Mr. Passman. They used 20 percent of the output and 80 percent of 
it was used by our defense forces? 

Mr. Woutn. Yes, sir. 


COST OF MANUFACTURE OF POWEK 


Mr. Passman. What is the cost per kilowatt to produce the 
electricity ¢ 

Mr. Wout. It runs a little under 17 mills. 

Mr. Passman. That is about 1.7 cents? 

Mr. Wout. It is 1.7 cents per kilowatt-hour, taking in all costs 
including the production, distribution, and overhead expenses. 

Mr. Passman. What is the situation with reference to the cost if 
you forget about the overhead expenses? .What is the actual cost when 
it is delivered, we will say, to the Ryukyu Electric Power Corp. ? 

Mr. Wont. I do not see how you can eliminate the overhead 
expenses. 

Mr. Passman. Then, I will put it this way: In most of our electric 
power companies in this country, electricity is manufactured for about 
25 percent of that amount because they enter into contracts—I mean 
power co-ops enter into contracts with electric co-ops for about one- 
half cent per kilowatt, and I wonder why the difference in the cost? 

Mr. Prxcxerr. That cost comes about because of generating and 
wholesaling the power at the bus bar. Our cost at the bus bar does not 
take into account plant rental or the cost of distribution to the point 
of supply or delivery, but it runs about 8 mills presently. 

Mr. Passman. We will say the Louisiana Light & Power Co. and 
the Mississippi Light & Power Co. will sell to the electric co-ops 
electricity for about one-half cent per kilowatt-hour, but evidently 
the Louisiana Light & Power Co. is still making a profit on it. 

Mr. Pincxerr. I would say this: They are taking base load. We 
have base load that we could sell, perhaps, at a little above the present 
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cost of production, and it might even come down. We could sell base 
load for possibly around 8 mills, or a little below 8 mills. 

Mr. Passman. How could you do that if it costs 1.7 cents to generate 
it ? 

Mr. Pinckerr. The plant capacity exists, but there is no one to get 
the base load because we have to meet the peaks and in order to meet 
the peak loads we have to have the plant’s installed capacity for that 
purpose. 

In the United States they will exchange their peak load. ‘They have 
the power of exchange between the co-ops. So, the base load can 
be amortized at a much lower rate than the peak loads which are re- 
quired to meet industry and commercial demands. 

Mr. Passman. With your present facilities, and taking into consid- 
eration the total capacity of your facilities, what percentage is being 
used on an average? You use more, of course, at a peak than you 
would use at other times, but what is the average capacity of the 
plant ? 

Mr. Pixnckerr. Our load factor insofar as military use is concerned 
is quite geod. I think we could say our load factor runs between 40 
and 50 percent. 

Mr. Passman. It runs between 40 and 50 percent of the maximum 
capacity ? 

Mr. Pincxerr. Of the maximum availability; yes, sir. 

Mr. Passman. The Ryukyu Electric Power Corp. entered into a 
contract with whom? What was the name of that company / 

Mr. Wout. The Ryukyu Electric Power Corp. leases the Machinato 
plant to the Army. The Army entered into an operations contract 
with Gilbert Pacific to run the Machinato plant, and the other plant 
facilities owned by the Army per se, the two power barges, and the 
diesel equipment. 

That was done because of the lack of trained personnel. 


TRAINING OF PERSONNEL TO OPERATE PLANT 


Mr. Passman. At this time do you know whether or not the 
Ryukyu Electric Power Corp. or the Army is endeavoring to train 
personnel to operate these plants so as to get out from under a con- 
tract that in all probability is much more e xpensive ? 

Mr. Gitures. The operator— rilbert Pacific—who is the contractor, 
is using Ryukyuan employees in his operation. To that extent they 
are gaining experience. ‘These five distribution companies which are 
new are running their operations themselves. So, there is an accumu- 
lation of technical know-how in the electrical operations in the 
Ryukyus. 

Mr. Gary. Then, the goal, of course, is to eventually train the 
Ryukyuans to operate the plant? 

Mr. Gittmes. When all of our facilities are land-based, and we do 
not have to tie in with these floating Army power sources, there is a 
possibility that they could be operated by local concern. 
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PRIORITY OF USE OF POWER GENERATED 


Mr. ALexANpER. Who has the priority for the electric power in 
this contract? You agreed to give to the Ryukyu Electric Power Corp. 
30 million kilowatt-hours a year. Suppose the powerplant did not 

roduce any more than enough to serve the Armed Forces in the 
islands? What would be the situation ? eb 

Mr. Wout. The situation is, sir, that the military takes first priority 
in serving its requirements. There has not, however, been any need 
in terms of the military requirements to date to short-change the 
local economy on the 30 million kilowatt-hours annual rental pay- 
ment. In addition, it has been possible for the local economy to take 
at cost additional power which is approaching an additional 30 million 
kilowatt-hours. 


BASIS FOR RENTAL PAYMENT OF ELECTRIC POWER 


Mr. Atexanper. What was the consideration for the giving of this 
30 million killowatt-hours free to this paper corporation when, 
actually, we are turning over all of our excess back to them? Why 
did we give them the 30 million kilowatts ? 

Mr. Wont. The background, sir, is that the funds which were used 
to construct this facility and the transmission network were Govern- 
ment and relief in occupied area funds to provide an asset which would 
meet the requirements for power of the local economy and which 
would provide an income for the local economy. 

When that plant was turned over to the Army for the Army to 
operate, and to take first priority on power coming from it, the 
consideration to the local economy was the payment of 30 million kile- 
watt-hours for the use of the plant constructed with GARTOA funds, 
and the end result is that the local economy derives a payment which 
takes care of the amortization of the plant’s construction cost, and a 5 
percent interest payment on the capital investment. 

Mr. Atexanper. Actually, you have a net profit of more than one- 
half million dollars a year, which is going into the Ryukyuan Govern- 
ment treasury; is it not? 

Mr. Won. We have a profit at the present time of around one-half 
million dollars over and above the cost of amortizing the plant. This 
is derived from the interest payment involved in the 30 million kilo- 
watt-hours, and in terms of the sale of the excess power above 30 mil- 
lion kilowatt-hours by the Ryukyuan Electric Corp. to the local dis- 
tribution companies. 

Mr. ALexanper. Actually, it is a complicated way of just giving it, 
then, to the people; is it not, to make it look as if we are not giving it 
to them? 

Mr. Wout. No, sir; it is a means of carrying out the original 
intent of GARIOA funds, which was to create an asset and an in- 
come for the local economy. To the extent that there is an income 
to the local economy, and it goes into the Government of the Ryukyus 
treasury, it means that there are funds at hand to carry out local 
economy and governmental requirements, and there is less of a re 
quirement to come to the Congress and say, “We need appropriated 
funding assistance.” 
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Mr. AvEexanper. What is the advantage of making this similar to 
a gift, and tying it down with all kinds of complications, rather than 
just asking straight out to make it available to them ? 

Would it not have been simpler to have done that—to tie this whole 
fund down in the same way this will be? 

Mr. Wout. It carries out the process that we have followed up 
to date of creating additional plant and additional income for the 
local economy iene simultaneously meeting a military requirement, 
which requirement is added onto their requirements. In other words, 
it serves a joint purpose. 

Mr. Avexanper. Could we not do that without all this complica- 
tion, though ? 

Mr. Wout. It could possibly be, sir, less complicated, if we were not 
involved of necessity in a situation where we have a system made up 
in part of a land based facility financed with GARIOA funds for 
local economy requirements and in part with the floating power 
barges and diesels which are Army owned, and meet mililtary re- 
quirements. We are, of necessity, faced with a dual situation. 


COST OF ADDITIONAL GENERATOR 


Mr. ALExANDER. How much would this second generator which is 
not included in this appropriation cost ? 

Mr. Wouu. We do not have any firm-estimate on that. The top 
estimate I would say would be something under $5.4 million in terms 
of acquisition, installation, and the ancillary facilities which go with 
16. 

Mr. Avexanper. Actually, that will be your next request if you 
get this? 

Mr. Wout. That is correct. 

Mr. ALexanper. When do you expect to make that request ? 

Mr. Wout. According to our present preliminary planning, we 
have not yet gone through the necessary executive department stages 
to get to a firm executive department position. 

Towever, according to preliminary planning we will require fund- 
ing in fiscal year 1959 to take care of the lead time which would per- 
mit it to be brought on to the line in January 1961 in order to meet 
the demand requirements. 

Mr. Atexanper. What would be the reason that you could not use 
this profit fund to take care of that requirement which will be several 
years from now ? 

Mr. Wout. Well, there is at the present time only a very small fund 
in being which has been developed out of profits to date. 

The first call against such available funds has been in terms of fur- 
ther extending the transmission network so that outlying sections of 
the economy which today cannot draw any power from the system 
could get power within the available system. 

Mr. ALexanper. Do the 3 directors of the corporation have the 
power to outvote the 2 members who are Americans / 

Mr. Gitures. The three directors insofar as matters within the 
board of directors are concerned, would have that authority. 

Mr. Atexanoer. In other words, what we are doing, then, is giving 
to the Ryukyuans the power to determine exactly how much money 
out of this that they will get? 
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Mr. Giiutes. However, the charter of the corporation is issued by 
the civil administration and it derives its authority from that char- 
ter. If any situation such as that occurred, it is always within the 
authority of the civil administration to change the composition of the 
board of directors. This was done principally for the purpose of 
creating the impression that we were giving them something really 
substantial and trying to avoid the impression that we gave them 
something and then took it away and created an outside interest. in it. 

Mr. Atexanper. In other words, is it bad for us to let the Ryu- 
kyuans know that we are generous, and that we are trying to help 
them? And that we are giving them this money? Is that bad? 

Mr. Giiutes. No, sir. 

Mr. Avexanper. Is not that the reason you say it was done in this 
manner ? 

Mr. Giiurrs. No; to give the Ryukyuans the majority on the board 
of directors was to give them a voice in the affairs of this corporation, 
and an interest in it. 

Mr. ALexanpver. That is all, Mr. Chairman. 

Mr. Passman. Gentlemen, I have one further question : 

These funds that you are requesting for fiscal 1958, in the amount 
of $9.2 million, will be supplemented by a request, according to your 
preliminary plans, for an additional $5.4 million for next year? 

Mr. Giniies. Yes, sir; it may be under that. 

Mr. Passman. But whatever the amount—if it is $4.5 million or 

$5.4 million or $6.2 million, you do anticipate coming in for the addi- 
tional mone Vv when you come before us next year? 

Mr. Wout. Yes, sir; if we are permitted to do so by the executive 
department. 

Mr. Passman. I understand that. 

Mr. Den'ron. Let me see if I have this operation straight in my 
mind: 

GARTOA built this Machinato plant; did it not? 

Mr. Wont. Yes, sir. 


COST OF OPERATOR’S CONTRACT 


Mr. Denron. It was turned over to the Army, and the Army also 
owned these barges and these other plants, and the Army made a con- 
tract with some contractor to operate it. We are not concerned with 
that operation, but how much do they pay him for operating it? 

Mr. Pincxert. The Army pays all of the operating expenses and it 
is a cost-plus-fixed-fee contract. 

Mr. Denton. Why do they have to have a cost-plus-fixed-fee con- 
tract for that kind of operation ? 

Mr. Prxcxerr. I am not familiar with the details of the contract, 
and with respect to how it was entered into, and why it should be a 
cost-plus-fixed-fee contract. 

However, insofar as costs go, I guess it compares reasonably with 
an operation of that kind any ywhere. We have made comparisons as 
to the reasonableness of the charge, and we feel it is quite reasonable. 
We have recently asked for some reduction in it. The cost of the 
operation, including all the fuel, all the maintenance—they take care 
of the maintenance—runs currently about $3.5 million a year. 
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Mr. Denton. Of course, I cannot see any excuse for that kind of 
contract being on a cost-plus-fixed-fee basis, but that is neither here 
nor there. The Army turned it over to this Ryukyuan corporation 
which was created by the civil administration of the Ryukyu Islands? 

Mr. Wout, Yes, sir. 

Mr. Den‘ron. This corporation is composed of 3 Ryukyuan direc- 
tors, and 2 Americans? 

Mr. Wout. Yes, sir. 


MILITARY REQUIREMENTS FOR ELECTRIC POWER 


Mr. Denton. You furnish to the Army what electricity it needs for 
its operations? 

Mr. Wont. Yes, sir; the Army which is operating the entire system 

takes what it needs and the balance goes to the Ryukyuan Electric 
Power Corp. 

Mr. Denton. The Marine Corps uses it, and the Navy uses it; do 
they not? Whom do they pay? 

Mr. Wont. They have reimbursement arrangements with the Army. 
The Army as the executive agent for civil administration of the 
Ryukyu Islands carries the overall military logistic load of running 
the port, running the power system, and has reimbursement arr ange- 
ments with the other military services. 

Mr. Denon. Therefore, the money that the Marine Corps pays 
and the money which the Air Force pays as well as the money which 
the Navy pays goes to the Army, and not to the Ryukyuan corpora- 
tion ? 

Mr. Wout. That is correct. 


USE OF SURPLUS ELECTRIC POWER 


Mr. Denton. The Ryukyuan corporation sells this surplus elec- 
tricity, which the Army, Navy, Marine Corps, and Air Force does not 
take, to five distributors ? 

Mr. Wont. Yes, sir. 

Mr. Denton. And they pay that money into this Ryukyuan cor- 
poration ¢ 

Mr. Wout. Yes, sir. 

Mr. Denton. With that money do you reimburse the Army for its 
expenses ? 

Mr. Wout. No, sir. The situation is that the Army turns over to 
the Ryukyu Electric Power Corp. free 30 million kilowatt-hours per 
year and this is by way of Army rental payment for the use of the 
GARIOA facility. So, when that is sold by the Ryukyu Electric 
Power Corp., it is selling its own asset—this power—and the Army 
turns over additional power as the local economy requires it, and as 
the system permits it to be turned over to the Ryukyu Electric Power 
Corp. at cost, and for this additional power they pay the Army. 

Mr. Denton. You just pay them the cost of the surplus electricity ? 

Mr. Wonu. That is correct. 

Mr. Denton. The money that you receive from these five power 
emapaes goes to the Ryuky uan corporation ? 

Mr. Woxt. Yes, sir 








i i od 


_ (we 


wm 


133 


Mr. Den'ron. And that. is a profit of about $500,000 a year? 

Mr. Wont. Yes, sir. 

Mr. Denton. That goes into the reserve fund, or is turned back to 
the Ryukyuan government 

Mr. Wont. The profit element is the amount which exceeds opera- 
tions costs which is negligible, and depreciation on the original assets. 

The profit element either is put into a reserve for expansion of the 
system, or goes to the government of the Ryukyu Islands. 

Mr. Den‘ron. So, in reality, it is all our money, and we are merely 
making a gift of the profits to the Ryukyuan Islands? 

Mr. Wont. Exactly. That was the intent of the original GARIOA 
appropriation. 

Mr. Denron. Just so I understand what it is, if we build this new 
plant—— 

Mr. Gituts. I was going tosay except that the corporation, providing 
for reserves and for depreciation, will be able to replace that plant at 
the expiration of its useful life, without coming back to the United 
States asking for a new plant. 


CONTEMPLATED USE OF NEW ELECTRIC POWERPLANT 


Mr. Denton. If you build this new plant, it will be turned over to 
this Ryukyuan corporation ? 

Mr. Wont. Yes, sir. 

Mr. Denton. And they will operate it the same way that this one 
is being operated ? 

Mr. Wont. That is correct; for the time being. In other words, for 
as long as we have a situation where the total requirements—local 
economy and military—exceed the land-based capacity and, therefore, 
of necessity the military temporary generating facilities have to be tied 
into the system and operated as part of one integrated system, you 
have a very difficult situation where the Army as actual holder of the 
facilities and operator of the facilities — 

Mr. Denron. On the chart that you exhibited to us, [ gathered from 
it that you are generating more electricity now than the Army, Navy, 
and Air Force will use at the present time; are you not ? 

Mr. Won. At the present time we can meet peak loads at above all 
actual requirements. 

Mr. Denton. Therefore, this new plant is primarily for the domestic 
facilities of the Ryukyu Islands? 

Mr. Wont. It is basically for the local economy requirements. It 
also, in part, will meet additional power requirements stemming from 
the military. 


POSSIBLE CONSTRUCTION OF POWERPLANT BY PRIVATE ENTERPRISE 


Mr. Denton. Would it be possible to have a private contractor 

supply this electricity ? 
r. Wont. You mean to have somebody come in on his own initia- 

tive and use his own capital and build a plant? 

Mr. Denton. Yes. 

Mr. Wont. If we could do that, sir, we would not be here. 

Mr. ne It is not possible to do that ? 

Mr. Wont. No, sir. 
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Mr. Denton. In other words, it is all right in your view to have 
“creeping socialism” when capitalism will not do it? 

Mr. Wont. We have done our utmost, sir, as part of our mission 
in the Ryukyus to try to attract private capital and create facilities 
as required by the economy. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

What we are getting into is that all over the Orient there are places 
where they do not have adequate power; is that right? 

Mr. Wout. Yes, sir. 

Mr. Denton. That is true in Japan and the Philippines? 

Mr. Wont. It is not true in Japan. In Japan they have the avail- 
ability of a considerable amount of capital and plant. 

They have the availability of hydroelectric power as well as steam 

ower. We are in a situation where there is no hydroelectric capac- 
ity, where the prewar plant was devastated during the time of the 
war, and where we have a tremendous military base and an expanding 
local economy. 

Mr. Denton. You have restored a great deal more electric power 
capacity than they had before the war, have you not? 

Mr. Wout. Why, yes, sir. We also have the islands of Miyako and 
the other southern islands which today need power. 

Mr. Denton. But you have made available a good deal more power 
there in the Ryukyu Islands than they had before the war. 

Mr. Wout. We have a good deal more military base than there was 
there before the war. 

Mr. Denton. And you have a good deal more power. The civilian 
population has more power now than they had before the war? 

Mr. Wont. I do not think that is true. The present civilian utiliza- 
tion of power in Okinawa is only 48 watts per person. In Japan it is 98 
watts per person. The Ryukyus were previously part of Japan. 

Mr. Passman. Will the gentleman yield? 

Mr. Denton. Yes, sir. 

Mr. Passman. Nevertheless, 35 percent of the people of Okinawa 
could have electric power if they wanted it. I think your justifications 
indicate that. 

Mr. Wont. They are currently being supplied with it. 

Mr. Passman. 35 percent of them have wired homes? 

Mr. Wont. Yes, sir. 

Mr. Passman. That is possibly a greater percentage than we had in 
our own American homes prior to World War IT. 

Mr. Denton. Have you made any effort to try to get private capital 
to supply electricity ? 

Mr. Wont. There have been efforts to bring in capital, and they have 
been successful in the field of local distribution and taking power off 
this system, but the funding requirements here are just too great. 

Mr. Denton. What about these distributing companies? Have they 
made any effort to form a corporation for private capital to produce 
this electricity ? 

Mr. Wout. Not up to the present time, because, as I say, the cost 
involved far exceeds their capacity either with their own capital or 
their capacity to borrow capital. 
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Mr. Guuies. These distribution companies construct the local dis- 
tribution system which they have to amortize, and that is about as 
much as they can do within the availability of local capital. 

Mr. Denton. I think that is all. 

Mr. Atexanver. Mr. Chairman, let me ask the gentleman sitting in 
the back row one further question. 

Mr. Passman. You may proceed. 

Mr. ALExANpER. In talking about the cost of the operation of this 
corporation, I believe you said it costs about $3.5 million a year? 

Mr. Prncxert. Yes, sir. 


ACTUAL PAYMENT TO PRIVATE CONTRACTOR 


Mr. ALeExAnpeR. How much of that is actual cost and how much is 
payment to the contractor? 

Mr. Prnckert. The contractor’s payroll comes to under $1 million. 
The other is for fuel for the plant, for maintenance and operating 
costs, and supplies. 

Mr. ALexanper. But what is the actual cost other than the fee paid 
to the operator? What percentage of the total cost does he get? 

Mr. Prncxkert. We meet all his payrolls on this. He will get as a 
fee approximately—there would be some reduction—about $75,000 a 
year, as his fee. 

Mr. Atexanper. What does he do other than just see that it oper- 
ates? He does not pay any payroll out of that $75,000 ? 

Mr. Pincxert. We meet his payroll periodically, but he finances 
the payroll. 

Mr. ALexanper. You reimburse him, though, for all that ? 

Mr. Pincxkert. Yes,sir; we reimburse him. 

Mr. AtexAnper. Is that not an amount much higher than the aver- 
age businessman on the islands makes? 

Mr. Prnckert. No, sir; I understand that for this form of contract 
it is in line and probably a little less than similar or other contracts of 
this kind. 

Mr. ALExANDER. You mean with the military authorities ? 

Mr. Prxckert. With the military authorities; yes, sir. 

Mr. Griites. Does he not pay a number of his technicians out of 
the $75,000 ? 

Mr. Prncxert. He gives us the benefit of engineering services and 
procurement services out of that money. 

Mr. Atexanver. That is just advice, though; is it not ? 

Mr. Prncxert. Yes, sir; it isin the nature of advice. 

Mr. Atexanper. I realize that it does not have anything to do with 
us, but I thought it was an interesting point. 

Mr. Passman. In other words, that is a guaranteed income to the 
contractor ? 

Mr. Prnckert. Yes, sir; in effect it is. 

Mr. Passman. And, in effect, he gets $75,000 for just acting in 
an advisory capacity ? 

Mr. Arexanper. It is hard to say just exactly how much of that 
$75,000 he could charge off as his profit because some of his home 
office cost comes out of part of that. 
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Mr. Denton. What excuse is there for having the contract like that 
on a cost-plus-fixed-fee basis? If he had to do the experimental work 
during the war, it could be justified, but I cannot understand the 
excuse for having this type of contract at this time. 

Mr. Pinckert. Sir, I am not familiar with what the basis was for 
going into that form of contract, other than it is a form of contract 
that 1s frequently used for services of this nature. 

Mr. Passman. Gentlemen, that concludes the hearings. 

General Gattry. Thank you, Mr. Chairman. We appreciate the 
reception which you have given us, and we really appreciate the atten- 
tion which you have given to our request. 


SUBCOMMITTEE ON DEPARTMENT OF AGRICULTURE AND RELATED 
AGENCIES APPROPRIATIONS 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
WILLIAM H. NATCHER, Kentucky WALT HORAN, Washington 
CHARLES A. BOYLE, Illinois CHARLES W. VURSELL, Illinois 


DEPARTMENT OF AGRICULTURE 
Truourspay, May 23, 1957. 
AGRICULTURAL CONSERVATION PROGRAM SERVICE 
EMERGENCY RANGE CONSERVATION 
WITNESSES 


PAUL M. KOGER, ADMINISTRATIOR, AGRICULTURAL CONSERVA- 
TION PROGRAM SERVICE 

FRED G. RITCHIE, DEPUTY ADMINISTRATOR, AGRICULTURAL 
CONSERVATION PROGRAM SERVICE 

JAMES M. HUNT, DIRECTOR, PROGRAM ANALYSIS DIVISION, AGRI- 
CULTURAL CONSERVATION PROGRAM SERVICE 

WESLEY A. D’EWART, ASSISTANT TO THE DIRECTOR OF AGRICUL- 
TURAL CREDIT SERVICES 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


My. Wuirren. The committee will come to order. 

We have called a hearing this morning to consider an item of B25 
million, which is in the Senate version of the third supplemental bill 
for emergency range conservation. 


COMMENDATION OF JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND 
BUDGET OFFICER, UNITED STATES DEPARTMENT OF AGRICULTURE 


In that connection, I would like to express the committee’s regrets 
at losing Mr. Joseph Wheeler, who has been the budget officer of the 
Department for quite some time. In my opinion, he has been an 
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outstanding public servant. I know that he has been of great help 
to his Department. He has been of great help to this committee. 

In expressing that regret, I would also like to say that he has fol- 
lowed in the footsteps of some outstanding men who preceded him, 
such as Mr. Roberts and Mr. Jump. I should not close my statement 
without adding that we are pleased to see that he is to be succeeded 
by Mr. Charles Grant, whom we know quite well. We have every 
reason to expect that the fine work which has been done in this area 
of the Department’s activities will continue. 

Mr. Wheeler, we want to wish you the very best of everything. We 
are certain, from the years of serving with you here, that you will 
do an excellent job wherever you go. 

Mr. Horan. 1 want you to know that Mr. Wheeler was here when 
the bad luck that some folks have wished upon the farmers of America 
took place, and which now is beginning to improve. 

I am sorry to see you leave at a time when the sun is beginning to 
shine once more upon the American farmer. We see it in the distance. 
I want to add my voice to the words of the chairman. You have 
been very faithful and you have always had the answers. You have 
been on the ball all the time you have been before this committee, 
when you were sort of a shavetail, may I say, under ue. Bill Jump 
and when you were helping Mr. Ralph Roberts, who we all admire 
and respect in the Department of Agriculture. 

We wish you well in the United States Information Agency and I, 
for one who has been to Rome, believe that you will like living there. 
It is one of the better parts of Europe. We wish you well, Joe, in 
your trip. 

Mr. Vursett. Mr. Chairman, I would like to associate myself with 
the remarks of the gentleman from Washington, Mr. Horan, and also 
the remarks of the chairman. 

We will miss you here, Mr. Wheeler, and while we regret seeing you 
go, we wish you everything good in your new assignment. 

Mr. Wuerter. Mr. Chairman and gentlemen of the committee, I 
cannot tell you how deeply I appreci iate these remarks. They are 
quite unexpected to me this morning and I want to tell you how much 
I, too, have appreciated what I consider to be an unusually wonderful 
opportunity to work with Members of Congress, particularly this sub- 
committee, and also the Senate subcommittee. It has been a very rich 
experience and one that I think I have learned a great deal from. I 
know that I am going to miss these associations. Perhaps at times 
I may wonder why in ‘the world I ever left the fine people I have been 
working with, but it is something that [ am looking forward to as a 
broadening and enriching experience. I hope that I can be of assist- 
ance to you in the other - Agency if you come to Rome. I expect to 
see you at least briefly before I go. 1 will not actually leave the coun- 
try until the first part of August and I will certainly look you up 
when I come back on home leave. 

Mr. Horan. I notice that he is paying his respects to the Senate. I 
wonder if he hopes to restore that $16 million over there. 

Mr. Wueeter. I hope that I learn the ropes well enough before you 
arrive there to be of some help to you. 

Mr. Narcuer. Mr. Chairman, I want to join with you in the state- 
ment you made concerning our friend, Joe Wheeler, and to express to 
him the very best of every thing for the future. 
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Mr. Wueeter. Thank you very much. 

Mr. Marsuauu. Mr. Chairman, I want to concur in everything that 
has been said by my colleagues. I am sure that I join with them and 
with you in wishing Mr. Wheeler everything. He has certainly ren- 
dered a real service to the Department of Agriculture and to this 
committee in the manner in which he has come here and presented his 
testimony before the committee. I wish you, Joe Wheeler, everything 
good, success and happiness in your new venture. I’ve great confi- 
dence in your ability. 

Mr. Anversen. Mr. Chairman, I want to take this opportunity to 
congratulate Mr. Joe Wheeler on his assignment to a new position. 
I congratulate Joe from the viewpoint that I presume it is an increase 
in siature. At the same time, I want to express my regret that we will 
lose him in the Department of Agriculture. 

Mr. Wheeler, to me, is one of those men emblematic of many of the 
good men we have in the Department, who has put in years of service 
and has done his best for one people of the United States in that 
part icular position. In many cases, as I have seen in my 20 years in 
Congress, this type of good aii citizen never does receive the con- 
sideration he should in the thinking of the American people. I am 
glad to add my own note of congr atulation to Mr. Wheeler. 

Mr. Wurrren. We mean all that we say, Joe, you know your sub- 
ject matter ae you have built up a reputation with the Department 
and with the Congress for absolute integrity. 

You and your predecessors have done that. We cannot run this 
committee unless we believe in the folks we have to deal with, folks 
of your capacity. That is the highest compliment I know to pay any 
man doing what I know to be a particularly trying job, that of budget 


officer of a large Government department. 
Mr. Wueeter. Thank you. 


Emercgency Rance CoNsERVATION 


Mr. Wurirren. We might now proceed with our business. I would 
like at this point to include in the record the justifications submitted 
to us for this hew program. 

(The justifications referred to follow :) 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PROGRAM SERVICE, EMERGENCY RANGE CONSERVATION 


PROPOSED LANGUAGE 


For expenses necessary to carry out the provisions of the act of April 25, 
1957 (Public Law 85-25), to remain available until December 31, 1958, $25 
million, to be derived from funds available for purposes of the Soil Bank Act 
under section 120 of that act (70 Stat. 197). 


EXPLANATION OF LANGUAGE 


The proposed language would appropriate $25 million to remain available until 
December 31, 1958, to provide assistance to farmers and ranchers who carry out 
measures to preserve and improve vegetative cover through improved manage- 
ment and utilization of native grassland used for grazing. 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Need for funds.—The extreme drought conditions which have prevailed for the 
last 5 or 6 years in the western part of the Great Plains area have resulted 
in serious damage to the native grasslands used for grazing. Emergency treat- 
ment is essential in order to protect these areas from serious irreparable dam- 
age by drought and to avoid further grazing damage to the desirable native 
grassland species. 

Payments will be offered to assist and encourage farmers and ranchers to 
adopt grazing land management and utilization practices which will (1) main- 
tain such natural cover as available to protect these areas from further damage 
and (2) provide optimum opportunity for the reestablishment of the desirable 
native forage grasses. Grazing management practices may include any one 
or a combination of: Nonuse, limited grazing, rotational grazing, and deferred 
grazing through the growing season and partial deferment through a portion 
of the growing season, depending upon the needs of the individual ranch and 
the adjustments in grazing uses required. 

To be eligible for assistance, the available forage resources of the entire ranch 
will have to be handled in a manner consistent with sound conservation use. 
The amount of assistance will be somewhat less than the rancher could expect 
to obtain as net income through wise use of the rangelands under normal range 
conditions in the area. However, the rate of assistance will need to be such as 
to attract ranchers to participate in the conservation effort rather than to stock 
their lands above current conservation use. Payments in relation to the acreage 
involved will vary ranch by ranch and even for different areas of the same 
ranch, depending upon the adjustment necessary to achieve conservation use. 
Reduction in livestock numbers below what safely can now be carried on the 
ranch from a conservation standpoint should not be sought through this prac- 
tice. Assistance will be in relation to conservation use of the rangelands under 
current drought conditions as compared to normal safe utilization of those 
lands. 

Plan of work.—Assistance for emergency range conservation practices is in 
addition to but not in duplication of cost-sharing under the regular agricultural 
eonservation program and will be offered to farmers and ranchers only in 
counties where drought has severely damaged native grasslands primarily in 
the Great Plains and Southwestern States. Drought damage has been especially 
severe in Texas, Oklahoma, Kansas, New Mexico, Colorado, Nebraska, Wyoming, 
South Dakota, Utah, and Arizona. Only those counties designated as drought 
disaster areas under Public Law 875, in which the grazing of native grasslands 
constitutes a substantial portion of the agricultural production in the county and 
in which limited or deferred grazing is needed and appropriate to rehabilitate 
or conserve grass for grazing, will be eligible to receive assistance. 

In order to preserve and rehabilitate this native grassland damaged by ex- 
tended and continuing drought and to avoid the necessity of trying to reestablish 
grass stands by reseeding, careful management and utilization of the remaining 
range cover and forage are absolutely essential. While some of the emergency 
range conservation measures which would be needed could be started after the 
growing season has begun, livestock grazing adjustments and improved cover and 
forage management should begin as early in the growing season as possible. It 
is during the early growing season that grazing land management generally can 
accomplish the most good and during which time any failure to carry out sound 
management principles can result in the greatest grazing damage. 

The start of the growing season varies by range type, climatic conditions, ele- 
vation, ete. To illustrate, the wheat grass, fescue, and bluegrass range types 
are spring-growing plants and make their growth before the hot summer season. 
Such grasses as the bluestems, gramas, and buffalo are summer-growing plants 
and do not start their growth until the temperatures are quite high. 

This emergency range conservation work will be carried out in the same man- 
ner as the regular agricultural conservation program. A degree of flexibility 
will be needed since local adaptation to meet the problems peculiar to the area 
is essential in order to reach the greatest achievement in conservation possible 
under the conditions which exist on the ranch at the time the practice is insti- 
tuted. 

The ASC county committees will administer the program at the local level and 
will be responsible for : 
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1. Final establishment of normal and current grazing capacities for each 
participating range. This will involve extensive efforts to obtain an 
understanding between the rancher and the county committee. Visits to 
individual ranchers to determine range conditions so that sound operating 
plans for 1957 can be agreed to and subsequent visits for adequate perform- 
ance inspection work are essential. Technical guidance from the Soil Con- 
servation Service and other Federal and State agencies will be utilized to 
the fullest extent consistent with the emergency nature of this work. 

2. Approval of the range management adjustments necessary to meet the 
requirements of the practice and determination of the amount of payment 
for the ranch if the operating plan is carried out. 

3. Control of available funds. 

4. Final decision with respect to a producer’s compliance with the practice 
requirement. 

Approval of application for payment. 

Ranchers who desire to participate in the program will work out with the ASC 
county committees stocking and management requirements for sound conserva- 
tion use of rangelands under prevailing conditions. The rancher will make any 
necessary adjustments in operation for compliance with operating plans and upon 
completion of the practice, will certify compliance. Compliance will be subject 
te such inspections and spot checks as are considered necessary for sound admin- 
istration. 

Funds will be distributed to States and counties on the basis of their relative 
need for the emergency measures and consistent with the willingness of ranchers 
to participate in the emergency work. 

The initiation and carrying out of an emergency deferred grazing and grazing 
land management effort will materially inerease the workload in the affected 
counties over and above that now being done under the regular program. In- 
ereased administrative costs will be primarily at the county level. Work re- 
quired will include determining measures applicable in an area, operating policy, 
maximum rates of cost-sharing, county guides or limits, practice specifications, 
acceptable deferred grazing dates, range utilization standards, procedures for 
establishing normal and current grazing capacities, types of management adjust- 
ments required, increased volume of performance inspections, issuance of pay- 
ments to ranchers, ete. 

The amount of funds required will, of course, depend on participation. How- 
ever, in view of the late date that the program can be inaugurated this year, 
operation of the program will be planned on the assumption that the additional 
$25 million will be sufficient for the program for the 1957 grazing year (which 
varies by area but generally speaking is the same as a crop year) and at least 
for part of the 1958 grazing year if the program is needed in 195s. 


Mr. Wurrren. We will be glad to have your statement, Mr. Koger. 


GENERAL STATEMENT 


Mr. Kocer. Mr. Chairman and members of the committee, we ap- 
preciate the opportunity to discuss with this committee the budget 
for additional funds for assistance for emergency rangeland conser- 
vation measures. There are extensive areas or rangelands in the Great 
Plains States and farther west in which the extreme drought condi- 
tions prevailing for the last several years have resulted in damage to 
the native grasslands used for grazing and natural watershed cover. 

In order to preserve and rehabilitate this native grassland damaged 
by extended and continuing drought and to avoid the necessity of 
trying to reestablish grass stands b y reseeding, careful management 
and utilization of the remaining range cover and for age are desirable. 

The budget recommendation for an additional $25 million is de- 
signed to provide for expenses necessary to carry out range conserva- 
tion measures pure suant to the provisions of P ublic Law 85-25, ap- 
proved April 25, 1957, in counties designated as major disaster coun- 

ies where, because of damage due to drought, such range conservation 
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measures are in the public interest. While the amount of funds re- 
quired for the program will depend upon participation, in view of the 
late date that the program can be inaugurated this year, we will plan 
the operation on the assumption that the additional $25 million will 
be suflicient for the program for the 1957 grazing year and at least a 
part of the 1958 grazing year if the program is needed in 1958, 

Livestock grazing adjustments and. improved cover and forage 
management should begin as early in the growing season as possible. 
It is during that time that grazing land management can accomplish 
the most good and during which time any failure to carry out sound 
management principles can result in the greatest grazing damage to 
the resource. There are, however, phases of such a management and 
restoration effort which can be started at other times—for example, 
deferred grazing during the period the most desirable forage plants 
are setting seed. 

Drought limits the growth of forage. If long continued it causes 
serious deterioration in the root systems of the grasses and often 
results in heavy plant mortality. 

The purpose of deferred or limited grazing is twofold. If mois- 
ture is received it permits plant development and increased vigor 
in root systems which are still alive, and secondly it allows the de- 
velopment of a seed crop, which in the following year results in 
natural reseeding of more desirable types of grasses. A corollary 
result is the production of annual weeds and grasses which, if allowed 
to grow without grazing, produce temporary cover and a summer and 
winter mulch which increases water penetration, slows up runoff, 
and decreases erosion of the surface soil. 

During the first 414 months of 1957, increased amounts of rain and 
snow in much of the extensive drought area alleviated the severe 
drought conditions which have existed for several years. In some 
areas where there has been rain recently, it has come in torrential 
downpours with so much runoff (for lack of vegetative cover to slow 
down the flow and facilitate infiltration) that the area has not re- 
ceived full benefit of the rainfall. Such land is also subject to, and 
much of it has suffered from, very severe flood and erosion damage. 
There are also still very substantial areas of grazing land in con- 
dition to blow (in the wind erosion area) or to further deteriorate 
from lack of moisture and overuse of the range. 

From a conservation standpoint, deferred and limited grazing 
practices are needed more at the end of a drought period than dur- 
ing the drought. Prior to the rains, very little conservation could 
be accomplished through management or deferred grazing on native 
rangelands, other than to prevent further grazing damage. Grass 
will show immediate improvement with moisture, but up to 3 years 
of good management may be required to permit the grass to regain 
its normal condition. Generally, stands of desirable grasses are very 
thin following a drought, yet the growth of spring weeds and annual 
grasses present a great temptation to the rancher to graze under an 
apparently improved situation. Furthermore, after years of eco 
nomic losses in ranching operations and ah overextension or exhaus- 
tion of credit, it is likely that the pressure of the economic situation, 
including pressure by creditors, will force numerous ranchers to take 
unjustified chances, with resulting further severe damage to the 
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range grasses and to the land itself because of wind and water 
erosion. 

The importance of natural resources conservation in this extensive 
livestock producing area to the economic well-being of other segments 
of the local economy and to the Nation asa whole, : and its importance 
as the primary water-producing source for many downstream popu- 
lation centers and their industry, are well known. Because of its 
strategic importance in those regards, it is urgent in the public in- 
terest, that appropriate soil and water conservation measures be en- 
couraged by every means possible, so as to insure rapid recovery 
of the area from the effects of the drought and its early restoration 
as a better source of indispensable water supplies. 

Reductions in livestock below the numbers which can be safely 
carried on the range from a conservation standpoint should not be 
sought through these measures.’ Assistance would be in relation to 
conservation use of the rangelands under current drought conditions, 
as compared to normal safe utilization of these lands. The emergency 
grazing practices eligible for this assistance would include nonuse, 
limited grazing, rotational grazing, and deferred grazing, depending 
upon the conditions of the individual ranch and the adjustment in 
grazing uses required. These factors will be taken into consideration 
in arriving at the fair rental value of the land for the grazing use 
withheld specified in the act. These measures would apply to grazing 
lands eligible under the agricultural conservation program, and 
therefore would not apply to federally owned grazing lands. Only 
those counties designated as drought disaster : areas under Public Law 
875, in which the grazing of native grasslands constitutes a substantial 
portion of the agricultural production in the county and in which 
limited or deferred grazing is needed and appropriate to rehabilitate 
or conserve grass for grazing will be eligible for assistance. 

It is proposed that this activity be administered locally through the 
agricultural conservation program by the agricultural stabilization 
and conservation State and county committees. Rates of assistance 
and program details will be determined for the States and counties 
as are other practices under the agricultural conservation program. 
To the degree feasible, this emergency conservation effort on range- 

lands will be related to and coordinated with the longer range pro- 
grams such as the regular agricultural conservation program, the 
conservation reserve program of the soil bank on cropland, and the 
Great Plains program, which are applicable in the area. 

Other representatives of the Department of Agriculture are here 
with us. If we can assist you with any questions or supply any further 
information which the committee may wish, we shall be glad to do so. 


EFFECT OF RECENT RAINFALL ON DROUGHT 


Mr. Wurrren. Mr. Koger, I have noted your statement. I am sure 
that this budget request would not be here if the Department had not 
requested it, and I am sure you believe in it or you would not be 
supporting it. However, I do raise the question whether this rainfall 
which has reached almost disastrous proportions, this applies to much 
of the area that was originally covered by this request when it was 
first sent down—has changed the picture to any considerable degree? 
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Mr. Kocer. Mr. Chairman, from the information that we have, 
after meeting with various groups over the affected area, they tell 
us that the program is now needed more than it was prior to the rains. 
It will cer tainly take moisture to rehabilitate these rangelands. 

Mr. Wuirren. In other words, they think they can take the money 
and do more good now ¢ 

Mr. Koger. Yes, sir. 


NEED FOR LOCAL PARTICIPATION 


Mr. Wuirren. Another thing I do not like here is that, as we have 
begun to make disaster funds available without any local contribu- 
tions, every section has wanted to get in on them. Even if the need 
is very, very slight, if the Federal Government puts up the total 
amount, there is no place to draw the line. Sooner or later you get 
just any number of demands on the Department. 

I am wondering if any thought has ben given to requiring any local 
contribution in this type of program. Again, I am not trying to treat 
this problem differently than others. But it is my personal belief that 
somewhere we are going to have to require State contributions as some 
kind of a y ardstick to determine whether the need is real enough to 
where those people are interested to the point of putting up some of 
the costs. If you give money away in one State, every State wants 
to get in on it. If 3 you do it 1n every county, everyone wants in on it. 

I expect that is a human failing. My remarks are not directed to 
the particular States involved in this. But it is a matter of general 
policy and a matter of sound operation on the part of the Federal 
Government. 

Mr. D’Ewarr. Mr. Chairman, our office has had quite a bit to do 
with this assistance program and we agree with you 100 percent. We 
think we must have State participation if we are going to get a sound 
operation of this program. We have apeared before the policy com- 
mittees with that request, both on the Senate and the House sides. 
There is legislation looking toward that end before the Congress at 
this time. 

Mr. Wuirren. Mr. Natcher? 

Mr. Narcuer. At the time this bill was passed in the House, I 
served as chairman of the Committee of the Whole. I was consider- 
ably impressed with the need for this money at that time. 


ELIGIBLE PRACTICES 


Mr. Koger, you point out in your statement on page 4 that in order 
to participate in this program, the emergency range conservation, 
the emergency grazing practices eligible for this assistance, would 
include nonuse, limited . grazing, rotational grazing, and deferred graz- 
ing, depending on the conditions of the individual ranch and the ad- 
justment in grazing uses required. 

How would you enforce this, Mr. Koger ? 

Mr. Kocrr. Would you tell them, Mr. Ritchie? 

Mr. Rrrcnm. We would have two types of practices. There would 
be one on lands where the condition is such that land should be com- 
pletely deferred from grazing for the period of a year through the 
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growing season. In that case, we would have to take the farmer’s or 
rancher’s certification that he had not grazed the land, subject to an 
extensive spot checking of the land to see if we could find any evidence 
of grazing or any reports of grazing on this land in the community. 
As “for regular ACP prac tices, we would have to rely rather heavily 
on the farmer’s integrity in the use of this land. In the other type of 
practice, where we would have limited or rotational services, we would 
hope to have agreed with the rancher as to the safe use of the rangeland 
during the grazing season. Again, we would have to get a certification 
that he had complied with that. Probably, our best safeguard in the 
administration of a program of this kind is in getting the rancher 
convinced, from the very beginning, that this is the best thing for his 
land and then trusting him to try to manage it without damaging the 
land further. 

To sum up, in the administration of this type of program, you have 
to rely pretty much on the truthfulness of the individual rancher in 
certifying performance. 

Mr. Narcuer. That is all, Mr. Chairman. 

Mr. Anverson. Mr. Chairman, I have 2 or 3 questions [ would like 
to ask for the record. 

Just what will be the mechanics of your procedure in regard to this 
act, Mr. Koger? First of all, you allocate $25 million to the various 
States on the basis of the number of disaster counties in those States; 
is that it ? 

Mr. Koger. Mr. Anderson, I would like for Mr. Hunt to explain to 
you how we plan to set the rates. 


Mr. Anperson. All right, Mr. Hunt. 


ALLOCATION OF FUNDS 


Mr. Hunt. First, Mr. Anderson, with respect to the allocation of 
the funds, we have in mind that a substantial part of the funds for 
payments will first be allocated to the States which have designated 
counties in them on the basis of the counties that are designated and 
the acreage of rangelands in those counties and the payment rates 
which are approved for each of those counties. 

As you know, the law requires that this program will not be appli- 
eable to any county that is not designated under the provisions of 
Public Law 875. That will delineate the area to which we will make 
allocations. 

Mr. Anperson. What is your contemplated payment? You must 
have something in mind as to the amount of payment to be made to a 
rancher for keeping a certain amount of land away from grazing. 
What would that be? 

Mr. Hunt. Yes, section 2 of the act provides that the payment shall 
be at rates equal to the fair rental value of the land for the grazing 
use withheld under the program, as determined by the Secretary on 
the basis of normal grazing capacity of the land during periods of 
adequate precipitation. 

We have in mind that a basic rate will be established for each county 
based on 2 factors: 1, normal grazing capacity of the county and 2, 
the actual rentals for that kind of land in the county. That would be 
a basic rate which would be earned for complete deferment. In the 
program, which provides for something less than complete defer- 
ments for the entire year, the rate of payment would be reduced 
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accordingly. In other words, if he is required, or if the program pro- 
vision offers a payment for withholding his cattle for half of the grow- 
ing season, the rate would be about half of this basic rate. 

Mr. Anperson. In what State do you have the most of this particu- 
lar sort of a problem, Mr. Koger? What are 2 or 3 of the leading 
States / 

Mr. Koaer. Texas, Kansas, Colorado, Oklahoma, Arizona, New 
Mexico— 

Mr. Anpersen. In other words, in the area that was heavily hit 
by drought? 

Mr. Koger. Yes. 


RELATION TO CONSERVATION RESERVE OF SOIL BANK 


Mr. Anversen. Mr. Koger, why cannot it be tied up with the 
conservation reserve section of the soil bank ? 

Mr. Kocer. The conservation reserve is a long-term proposition. 

Mr. Anpersen. Exactly, that is all the more reason for tying it 
up with it. 

Mr. Kocer. This is a partial deferment of what could be done 
during the growing season. It could be 8 months or it could be a 
year. 

Mr. Anpersen. Might I ask what is the good of getting a good 
luscious stand for 4 or 5 months and then permit some rancher to 
go in and utilize that with perhaps too many head of cattle upon 
that particular pasturage? Why should not this be a 3- to 5-year 
program, Mr. Koger? 

Mr. Horan. It is not cattle, it is sheep you are talking about. 

Mr. Anversen. Cattle or sheep, why should not. this be a 3- to 
5-vear program? Why can it not be worked in as part and parcel 
of the conservation reserve ? 

Mr. Kocer. Mr. Ritchie, would you comment? 

Mr. Rircute. Mr. Andersen, I believe I am correct in this, the 
Soil Bank Act, of which the conservation reserve is a part, as pres- 
ently set up w ould not permit this type of land to come into that pro- 
gram. This is native range land which is not cultivated land or 
land normally used for the production of hay. I believe the act 
would rule this land out as it now stands. 

Mr. Anpersen. Does not the Secretary have the authority to be 
pretty liberal in his construction of the type of land which can come 
under the conservation reserve ? 

Mr. Rrrente. I believe it is fairly tightly restricted by the law. 
This would not fit the restriction. 

Mr. Anpersen. One further question along that line. Most of 
these ranchers—about ae we are talking here this morning—do 
they have any land at all broken up and put into crops, such as 
wheat, alfalfa, or any thing of that nature ? 

Mr. Rrreute. There will be some of that kind of land. 

Mr. Anpersen. All right, then they would qualify to come into 
the conservation reserve; would they not ? 

Mr. Rrrceure. Those lands which are used in the production of wheat 
or alfalfa would be eligible for the conservation reserve, but the Pub- 
lie Law under which this referred grazing program would be formu- 
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lated limits the program to native rangeland which we believe 
excludes wheatland or alfalfa land. 

Mr. Horan. On TV, we get all of these shows about the West 
and the fights between the cattlemen and the sheepmen and the con- 
trol of grazing lands, and all of that stuff. In the Old West—Mr. 
D’Ewart here can bear me out on this—our fight has always been be- 
tween the cattle and sheep. If you put sheep on certain grazing lands, 
they would nibble it off so short that even the roots die. I notice that 
in your discussion here on page 2 of your statement, you went into this 
quite well. 

If the subcommittee will bear with us, I would like to read it. I 
would like to read it off the record because it is already part of the 
record. 

The important thing is the matter that the chairman raised. How 
are you going to make this program work ? 

Mr. Andersen went into that, too, at this time and I want to pay 
my respects to a great man that it was my pleasure to know. He was 
the supervisor of one of our national forests—a national forest adja- 
cent tomy hometown. His name was Hal Sylvester. He once called 
every group in our community together for two reasons: One, to have 
an emergency fire-fighting crew to preserve the forests that so much 
of our economics out there depend upon, in my area, and secondly, to 
resolve the problems that are involved in the effects of overgrazing 
on our forested watersheds. That is, the problems involved between 
producers of livestock involving the use of Federal lands suitable for 
grazing. The thing he suggested i in this is worth while. We have a 
pretty good management out there of our ranges, our runoff, which is 
controlled, and our grasses grow and are preserved. There is no 
overgrazing. The Forest: Service gets cussed out a lot because they 
will not let livestock producers go on utilizing free grazing lands as 
early, sometimes, as they want to. They usually hold them off about 
a month. Mr. D’Ewart here, who is a producer of livestock, knows 
exactly what I am talking about. The problem, Mr. Chairman, is 
here. I think the iron is hot and needs to be shaped. 

I would like to know if you have any serious intentions of creating 
in every county involved in the States of Texas, Oklahoma, Kansas 
New Mexico, Colorado, Nebraska, Wyoming, South Dakota, U tah— 
promotional work on range-improvement associations ? 

Mr. Koger. We had not anticipated setting up any range-manage- 
ment associations in these counties. 

Mr. Horan. I did not say “range management”; I said “range- 
improvement associations.” You can call it range-improvement or 
range-protection associations, if you like. 

Mr. Wuirren. You mean a public body to work toward making 
this thing work ? 

Mr. Horan. The lands involved here are non-Federal. They are 
privately owned. 

Mr. Koger. That is right. 

Mr. Horan. So you are going to have to get the people involved 
here. ‘The chairman brought that out, and I think he is exactly 
right. This $25 million could do a great good in all of those States. 
I do know the problem in the Great Plains and the Roc ‘ky Mountains, 
and I know what it is in the Southwestern States. You have got a 
problem of drought. You have a problem of terrible misuse of the 
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ranges down there. You have a problem of the types of livestock that 
have grazed on these hills and on these plains. The need here, if we 
are going to spend these funds, is to create a community of interest in 
this area. 

You say you have no intention of creating or promoting range- 
improvement and protection associations ? 

Mr. Koger. The same agricultural leaders that developed the ACP 
program, and the conservation reserve program, which includes your 
county agents, your soil-conservation technicians, with the assistance 
of range-management specialists, the Bureau of Land Management, 
Forest Service, these people, along with the ASC committee, will be 
called together to sit down and develop a program that is best suited 
for their counties. This is the kind of a plan that we had in mind. 

Mr. Horan. I think you are going to have a full program here, 
whoever administers this program, and this is my own opinion, Mr. 
Koger, they should create a desire on the part of these people living 
there to preserve and protect their own ranges, not only from over- 
grazing, but from such things as noxious weeds. That is the big prob- 
lem we have up our way. We have many noxious weeds on our ranges. 
Our range and protection associations are fighting them now. It isa 
big problem in itself. If you waste this opportunity to create in those 
communities a desire to do this, we, in my opinion, will have wasted 
this $25 million. 

Mr. Koger. By all means, the agencies intend to take a very active 
leadership in these various communities to educate the farmers or 
work with the farmers as to what a good range-management pro- 
gram should be. 

Mr. Horan. Personally, I would be opposed to the appropriation 
of these funds unless I, myself—I feel this very deeply—stated that 
I think every purpose should be directed toward the creation of a 
community of interests. You can go deeper than that. You can 
go down into the cities and towns of Texas that have been flooded 
because of the expensive runoff, and you can find out that not only 
these grazing lands, but other things, are involved. 

‘ As to these grazing lands, from whence the water fell and ran 
down into their homes and cellars, I do not think there is a question 
of a doubt but that if the ranges had been protected properly, even 
with the drought, and that might have been possible, that we would 
not have had all of this desolation down in Texas, I have seen it. 
I have traveled through that part of the country. It is dishearten- 
ing to go through New Mexico, where they used to have great stands 
of bunch and alpha grass, and now it is nothing but sand and rocks. 

Mr. Chairman, I did not mean to take so much time, but I do feel 
that in passing on these funds, you should demand not only that 
they have State participation, but that every effort be made in these 
areas for a community of purpose in the restoration, protection, and 
the improvement of the lands involved in the States listed in your 
justifications. I think you would be derelict in your duty if you 
did not insist upon that. 

Mr. Wuirren. I wish to thank my friend for his expressions and 
to say that that is the way I look at this. I can clearly say that the 
benefits which the gentleman from Washington has so clearly por- 
trayed, will result only if the program is handled that way. I can 
also see the danger that if it is not handled that way, it would be a 
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case of giving somebody some money for nothing, just a handout, 
which I think would hurt the public good will which the farmers 
have enjoyed. 

Mr. Vursell? 

Mr. Vorseti. It is a very perplexing question raised for $25 mil- 
lion, especially with all the conservation work we are doing and with 
the great effort we have been making in the moneyspending on the 
plain States. 

I would have to agree fully with the gentleman from Washington, 
Mr. Horan, that this would be a he indout or a waste of money u inless 
you developed a concerted effort on the part of practically all of the 
people in the areas we seek to help, to organize and get themselves into 
a position to continuously help themselves to protect the rangeland 
in question. 

Mr. Kocrer. Mr. Chairman, may I interrupt there? 

I assure you that ‘(his program will be handled in such a way, what- 
ever is necessary, to get the maximum amount of conservation ac com- 
plished that we can with these funds. If it requires setting up a range 
management committee, or committees, in the various communities, 
we will do so. 

Mr. Horan. May I intercede here? If you need any help from this 
subcommittee, I, for one, would be glad to go down and assist in the 
work. I think that I could be of some help down there. 

Mr. Koger. Thank you. 

Mr. Horan. I am disturbed about this, and I know that there is a 
real problem here. 

Mr. Koerr. We expect a very active educational campaign in work- 
ing with the farmers by the Extension agents and soil-conservation 
people in teaching them, or explaining to them, the value of this pro- 
gram and how they best can manage to get the best results out of the 
conservation Management. 

Mr. Veursevr. I am of the opinion, as expressed by Mr. Andersen 
of Minnesota, that it would be very difficult to secure enough votes to 
pass this bill for $25 million on the floor of the House at the present 
time. 

1 think that is all, Mr. Chairman. 


RANCHER PARTICIPATION 


Mr. Wurrren. Does the rancher have to put up any money to es- 
tablish grass on the land or for similar practices under this program, 
or is it ‘contempls ited you will vequire any local contribution by the 
county, the State, or the individual ? 

Mr. Rrrontm. There will be no out-of-pocket contribution by the 
rancher inasmuch as the law specifies the rate to be paid shall be a 
fair rental value for the grazing use of the land. The rancher will 
have to carry out other needed conservation measures on some of this 
land. He probably will get help on those in most instances under the 
agricultural conservation program; in which case he will pay a part of 
the conservation practice cost. 
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ADMINISTRATIVE EXPENSES 


Mr. Wurrren. How much do you plan to spend for administration? 

Mr. Honr. Our tentative thinking is that a maximum of about 
$2,500,000 would be required for administration. The bulk of that 
would be at the county ASC committee level. 

Mr. Wurrren. Do you not think 10 percent is a little high in view 
of the fact that your people are already working on related programs‘ 

Mr. Hunr. If all of that $2,500,000 is not actually needed, it will 
not be used for administrative expenses. 

With a widespread use of this program we did anticipate some more 
administrative costs would be needed than would normally be used m 
ACP practices because of the spot checks that have been mentioned 
earlier. A larger percentage of the farms will be spot-checked, and 
possibly other visits to the 1 ‘anch will be required. 


PROPOSED TRANSFER FROM SOIL-BANK FUNDS 


Mr. Wurrren. Why are you transferring this from the soil-bank 
money? For the current year the funds for the soil bank come from 
the Commodity Credit C orporation by borrowing from it. Why do 
you approach this by getting your head under that tent? 

Mr. Wuerter. Mr. Chair man, the decision to request that this pro- 
gram be financed from the soil-bank account for 1957 was made back 
in February when we initially submitted an estimate for a similar pro- 
gram under the ACP authorities. As you know, the estimate has now 
been converted to which one would implement the new law. That 
was a part of the general pattern in the submission of supplementals, 
to finance them in all cases where possible with existing funds. At 
that same time, it had been determined in connection with the revised 
budget estimate on that soil bank that soil-bank expenditures this year, 
1957, would be very considerably less than the amount shown in the 
President’s budget. In order to avoid asking for additional appro- 
priated funds, this source is recommended as a means of financing this 
temporary program. 

Mr. Wuirren. This temporary program in actuality will come at 
the expense of reducing the borrowing authority of the ¢ ‘ommodity 
Credit Corporation, in that the money will be withdrawn from it. 
That condition will continue until such time as the Budget sends down 
a request that we restore the capital repairment in the Commodity 
Credit Corporation; is that not true ? 

Mr. Wueetrr. Yes. The use of this $25 million from the soil bank 
account will utilize that much of the Commodity Credit Corporation’s 
borrowing power. I think the basis for doing it, though, is the fact 
that looking at the soil bank and this together, the Commodity Credit 
Corporation funds tied up instead of heing $1.228.000.000 as shown 
originally in the President’s budget, will be only about $475 million, 
considerably less than was projected. Presumably an estimate will 
be submitted in 1959 to repay the Commodity Credit Corpor: _ for 
the advances to both of these programs in the current fiscal ye 

Mr. Wurrren. If that is not done could we write you in Hsin’ and 
get your help to get it sent down ? 

Mr. Wueeurer. I am on record in regard to that matter before I 
eave, 
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Mr. Wnirren. I know this acreage reserve program is handled by 
a different group. But it is so intermeshed with this program that T 
think I should say this: Since all the discussion on the floor about the 
acreage reserve section, I have had information given me that in cer- 
tain areas of the country the Department allocated funds to given 
sections. Then from that section they allocated funds to the counties. 
Then if the farmer would not rent his acreage to the Gov ernment at 
the set rate which was tied into its production, they just kept raising 
the offer until they got rid of the money. 

Now, that is a rather serious thing. That has come to me directly. 
I just hope that + atever rate is determined here is an honest rate 
and will not be a case of trying to get rid of the money. I have 
always supported agricultural conservation programs, and yet from 
time to time I learn of the same type of thing where nobody will do 
the sound conservation measures so they put in some poor practices 
that are easier to get people to do so they can use up the money. I 
cite that as a warning because I think such things must be watched 
closely. 

If you inflame the sense of right or wrong of the American people 
in handling these things there is nothing that will do more to destroy 
them. The acreage reserve program, so far as I know, was handled 
within the law, but it was not within the sense of responsibility that 
the American people felt should be exercised—in my judgment. Cer- 
tainly my mail reflects that kind of feeling. 

Mr. Vursert. May I ask a question partially for information? Is 
it not a fact that in the acreage reserve, as well as in the conservation 
reserve, we must depend upon the county committee organizations 
known as ASC, that the Department of Agriculture must depend upon 
their following the intent and purpose of the law? I am quite sure 
that there have been many shortcuts in acreage reserve and conserva- 
tion reserves under the soil bank that have developed through favor- 
itism probably, and perhaps going further than that on the part of 
local organizations, which would be repugnant to the members of this 
committee, and to the Secretary of Agriculture, Mr. Benson, to Mr. 
Doggett, and those attempting to make a fair allocation. I am not 
surprised at that. 

Take any law we pass in America, there are a certain minority of 
people that will seek to take advantage of that law. While we con- 
demn that practice with reference to the soil bank we have a great 
many instances where we could condemn such a practice such as in 
social security, in the veterans taking shortcuts on legislation, and in 
unemploy ment insurance and many other instances. 

There is no wonder there is a demand for this legislation here today 
from the local level. I am wondering if there naturally will not be a 
certain minimum evasion of the intent of the law in this bill that 
we are now considering. I have been led to understand over in 
England and up in C anada the people have great respect for the law 
and for law enforcement. Law enforcement is a pretty stern thing 
in those countries, but we move so fast here in the United States— 
whether it is violating the trucking laws, the railroad laws, running 
a red light, and so forth, it is a part of our business in this country 
apparently with a minority of the people not to have quite the proper 
respect for the law. For that reason I think that we should not be- 
come too alarmed. 
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Mr. Chairman, I thank you for the opportunity to make that rather 
long statement. 

Mr. Wuitren. When Congress passes any law so lax that it almost 
provides for throwing money around, it is easy for the individual to 
say, “Well, everybody else is getting it, so 1 might as well get my 
share.” It is conducive to that kind of an attitude. This is one of the 
examples where there is very little in the law that helps to keep it on 
a proper basis. 

I would like to know how many you people contemplate employing 
as a result of this program that we have been discussing ? 

Mr. Hunt. These are, of course, very tentative estimates in build- 
ing up the $2,500,000 figure that we mentioned earlier. All of these 
man-years, of course, will not be new people because much of this work 
will be done by the people we aiready have, so in estimating the cost of 
the program and having related it to the man-years of work, at the 
county level we have estimated about 347 man-years; and at the State 
level or the section 392 account, about 19 man-years. 

Mr. Horan. In arriving at those figures which seem to be rather 
definite, were they based upon a count of the counties involved in these 
States ? 

Mr. Hunt. Yes; that there could be approximately 300 counties in- 
volved in this program, or approximately 1.1 man-years per county. 

There is one other small item in the Agricultural Conservation Pro- 
gram Service. We have estimated 5 man-years of work, making a 
total of about 371 man-years. 

Mr. Wuirren. Could we have in the record at this point a history 
of the States and counties which have already been designated as areas 
for this purpose / 

Mr. D’Ewart. If you will give us to Friday, we can give you a more 
complete list. 

(The information requested is as follows:) 


The United States Department of Agriculture has announced that 232 counties 
or parts of counties in 6 States have been designated for the emergency deferred 
Grazing program. Contracting for participation in the program will proceed if 
and when funds are appropriated. 

The emergency deferred grazing program became law April 25, 1957, and 
specifies that designations be made within 30 days of enactment. 

Designations include: 

Arizona (8).—Apache, Cochise, Coconino, Gila, Mohave, Navajo, Santa Cruz, 
and Yavapai. 

Colorado (29).—Adams, Alamosa, Arapahoe, Baca, Bent, Cheyenne, Crowley, 
Boulder, Custer, Douglas, El Paso, Fremont, Huerfano, Jefferson, Elbert, Kiowa, 
Kit Carson, Larimer, Las Animas, Lincoln, Morgan, Pueblo, Otero, Park, Prowers, 
Teller, nonirrigated area of Washington, Weld, and Yuma. 

Kansas (34).—Barber, Cheyenne, Clark, Comanche, Decatur, Ford, Gove, 
Trego, Wallace, Graham, Grant, Gray, Greeley, Hamilton, Haskell, Hodgeman. 
Thomas, Wichita, Kearny, Kiowa, Lane, Logan, Meade, Morton, Ness, Stevens, 
Finney, Rawlins, Scott, Seward, Sheridan, Sherman, Stanton, and Norton. 

New Mexico (23).—Bernalillo, Catron, Chaves, Colfax, Curry, De Baca, Eddy, 
Guadalupe, Harding, Hidalgo, Lea, Lincoln, Mora, Otero, Quay, Roosevelt, San 
Miguel, Sante Fe, Sierra, Socorro, Torrance, Union, and Valencia. 

Oklahoma (13).—Beaver, Beckham, Cimarron, Custer, Dewey, Ellis, Harmon, 
Harper, Major, Roger Mills, Texas, Woods, and Woodward. 

Teras (125).—Bee, Bexar, Blanco, Brooks, Burnet, Callahan, Childress, Col- 
lingsworth, Comal, Comanche, Cottle, Eastland, Fisher, Hemphill, Jim Hogg, 
Jim Wells, Karnes, Kenedy, King, Kleberg, Lampasas, Lipscomb, Live Oak, Mills, 
Starr, Stonewall, Taylor, Wheeler, Wilson, and all counties west with the ex- 
ception of Hale, Hockley, Lubbock, and El Paso. 
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PENDING SUPPLEMENTALS FOR OTHER PROGRAMS 


Mr. Wurrren. For the emergency conservation me: sures, page 3 of 
th Senate bill, $15 million is provided. That figure is one that was 
agreed on some weeks ago tentatively. However, now that we are 
very close to the Ist of July, I wonder what change in the picture 
there might be with regard to the need for the $15 million. 

I would like the same information with regard to the disaster loan 
revolving fund, showing how much of this money, if made available, 
will actually be used by the 1st of July, the beginning of the next 
fiseal year, and how much will be needed for the 6 months following. 
We need to know whether this money can be reduced substanti: lly 


or whether there is a need to provide that it can be continued available 
to a later date. 


EMERGENCY CONSERVATION MEASURES 


Mr. Wueetrr. Your questions are very appropriate. There has 
been a considerable lapse of time since the estimates were first sub- 
mitted. 

Turning to the emergency conservation measures, you will recall 
the original estimate was for $25 million which would include the $14 
million in emergency tillage practices through June 30, 1957, and 
about $3: million for other wind erosion control emergency measures 
during the summer of 1957. Obviously, those are not needed. 

To be specific as to the amount we think now would be needed before 
June 30, 1957, which is the termination point of the language as it is 
carried in the Senate bill, we would need $1,041,806 for repayment 
to the President’s disaster relief fund for funds that have been ad- 
vanced by that fund. 

Then there are three other possibilities that might be put into effect 
and accomplished in whole or in part prior to June 30 that the De- 
partment has under consideration 1f and when this appropriation item 
yasses. Those are in connection with the freeze-damaged orchards in 
Cael illa County in Oregon, which might run approximately $200,000, 
and then there are flood damages to farmlands in Oregon and Ken- 
tucky which are consistent with the type of assistance in flood-damage 
restoration that has previously been given under this program. 

The preliminary estimate for what it might take in the Oregon 
flood situation is $562,448, and in Kentucky, $358,000, which comes 
to a total of $2,162,254, which I think would be the outside figure 
that would, or could, be used between now and the end of June, assum- 
ing that policy determinations were made to enter into these pro- 
grams in Oregon and Kentucky. 

Now, I think that would cert tainly be ample if the language is to 
remain as it is—“available only until June 30 of 1957.” I think that 
there would be considerable advantage in considering, as the original 
budget estimate requested, that funds be made available until June 30, 
1958. 
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The original action of this subcommittee in cutting it back to $15 
million of course was based on the idea of taking a later look at what 
might be necessary after June 30. I doubt if we will know much 
more than we do now a month or 6 weeks from now because the poten- 
tial use of this money after June 30 would almost entirely depend upon 
disasters which may occur but which have not yet occurred. Excep- 
tions to that are the fact that there may be some need for assistance in 
flood work in Louisiana, Oklahoma and Texas, but no estimate has 
been made. ‘Those are far from a policy determination as to whether 
funds would be used even if available. 

The other big question mark, of course, is whether or not emergency 
tillage would be needed next fall and spring. If there should be a 
reversal in the present favorable weather conditions possibly in some 
of the area there would be such a need. We just do not know. If the 
funds were made available to June 30, 1958, then presumably a little 
less than $13 million of it, or whatever amount above $2,162,000 was 
provided, would be available during the fall and January and Febru- 
ary, during the period when it is not possible to get additional consid- 
eration by Congress for meeting emergency needs should they arise. 

Mr. Wuirren. That is always true. But knowing you have the 
money invites requests. We do have the President’s emergency fund 
which the Department in times has borrowed from, and in this bill 
we would be restoring it. The fact that Congress would not be in 
session would not prevent you from meeting emergencies in some de- 
gree. 

Mr. Wuerter. That is correct. The President’s fund could be 
used. 

DISASTER LOAN REVOLVING FUND 


Mr. Wurrrten. How about the disaster loan revolving fund? 

Mr. Wueeter. On the disaster loan revolving fund, the item in- 
volves an increase in a limitation, and is not limited by fiscal years. 
Again focusing on the amount immediately needed the picture is this: 
the total of $8 million would be needed to repay the President’s em- 
ergency fund. About $620,000 additional would be needed to wind 
up the administrative expenses of the hay program and the emergency 
feed program. 

I have a tabulation that you might be interested in having in the 
record which shows briefly the use of the $50 million limitation that is 
now available and the total cost of the hay program since June 30. 

Mr. Wuirren. It will be inserted in the record at this point. 
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(The information requested is as follows :) 


Emergency feed and seed assistance under disaster loan revolving fund 


Status of $50, 000,000 limitation for emergency feed and seed 
Rerisv ance ‘Avwuaiwre... 25. ee ees desttel ae Sotto 
1953 prog rram (fiscal year 19% 54 2 


$50, 000, 000 


TIO oi isi. ans canted $3, 291, 680 
RTT TOO is rss oh ct eiebiaet. erm Fe 





‘Fotal obligations... ..2 2 et Bh ABE 680 


1954 program (fiscal year 1955) : 


MI ONIN Ti a ini teem 4, 483, 455 
Oe pie, tae ane ial ee I lon ait Safe 1, 696, 657 


etn whtieations: 2.2... 22682 a ee 6: i¢ 30, 112 , 
1955 program (fiseal year 1956) : 


Emergency hay___------- 152, 962 


Emergency feed____- dM ap ss BAL 7 824, 167 

Total obligations_____ Sa aa a $77, 129 
Total obligations as of June a 38, 198, 921 
Unobligated balance July 1, 1956___________ 3 2 11, 801, 079 


Increase proposed in third supplemental appropriation bill, 1957__ 15, 000, 000 
Total funds available for use in fiscal year 1957_________- 26, 801, O79 
Estimates allotments, fiscal year 1957 : 
Administrative expenses: 
Commodity Stabilization Service 
Farmers’ Home Administration________~_ 
Program costs pursuant to agreements w ith 
States’ Farmers’ Home Administration__ : 17, 800, 000 —20, 420, 000 


$1, 800, 000 
&P0, COO 


Estimated unobligated balance, June 30, 1957 6, 381, 079 
1Includes approximately $17,962 for costs incurred in liquidating the 1954 emergency 
hay program. 

2 Includes $379.371 for costs incurred in liquidating the 1954 emergency feed program. 

Mr. Wueerer. I might just summarize those figures as of July 1, 
1956, we had $11,801,079 available in this fund. If we » add to it the 
$15 million carried in this bill, that would make a total of $26,801,079 
available. The program has cost, or will have cost by June 30, $20.- 
420,000, which means that if the limitation were increased by the $15 
million, there would be available in the limitation a balance of 
$6,381,079. 

Now, we would suggest that the $15 million increase in the limita- 
tion, or close to it, be provided—not because the Department is par- 
ticularly anxious to, or has any intentions of again going into a hay 
program such as we are just winding up—but because there is one 
feature that I think you need to keep in mind and that is, that the 
administrative expenses of the Commodity Credit Corporation pro- 
gram for the furnishing at a subsidized cost of CCC held commodities, 
are also paid from this limitation. The provision in the act which 
permits CCC to make these commodities available limits CCC’s cost 
simply to the losses on the commodities and certain transportation 
costs, but not the administrative expenses. So we have been charging 
those administrative expenses to this fund. We think that is the sound 
way to handle this type of problem of it should occur in the future. 
It means in order to finance the administrative expenses we would 
need some leeway in this limitation; perhaps not the full amount of 








155 


the $6,381,000 balance that I mentioned, but I would think at least 
in the event it were to be initiated, or resumed next fall, a leeway of 
S92 million would be needed. 

Saying it another way, it would mean increasing the limitation by 
about $11,500,000. 

Mr. Horan. You want a leeway of $2 million for the administration 
of how large a fund ? 

Mr. Wueetrr. The feed program of CCC involved dealer certificates 
that have been issued totaling about $81 million in value and actual 
deliveries against those as of May 16 of about $71 million, so it is 
a rather substantial program. Actually, the administrative expenses 
this year on that were $1,800,000 ; hence, the round figure of $2 million. 

Mr. Horan. The reason I asked the question about the $2 million 
was that I was not sure of the size of the program. 

Mr. Wurrren. Are there any other questions? If not, we wish to 
thank you gentlemen for your appearance and for the information 
that you have given the committee. 

The committee will stand adjourned. 


SUBCOMMITTEE ON GENERAL GOVERNMENT MATTERS 
GEORGE W. ANDREWS, Alabama, Chairman 


GEORGE H. MAHON, Texas IVOR D. FENTON, Pennsylvania 
HARRY R. SHEPPARD, California FREDERIC R. COUDERT, Jr., New 
J. VAUGHAN GARY, Virginia York 

LOUIS C. RABAUT, Michigan EARL WILSON, Indiana 

JOHN F. SHELLEY, California BENJAMIN F. JAMES, Pennsylvania 


Wepnespay, Juty 10, 1957. 


GENERAL PROVISION, GENERAL GOVERNMENT 
MATTERS APPROPRIATION ACT, 1958 


LimiraTion ON Cost or Cars SpecIALLY EQUIPPED FOR 
Pouice-Tyrr Activities 


WITNESSES 
GENERAL SERVICES ADMINISTRATION 


L. L. DUNKLE, JR., DIRECTOR, NATIONAL BUYING DIVISION 
J. B. HANSON, DIRECTOR, MOTOR EQUIPMENT DIVISION 


Mr. Anprews. The committee will come to order. 

We have with us Mr. Dunkle, of the General Services Administra- 
tion, Mr. Hanson, Mr. Turpin, and Mr. Jumonville. We are con- 
cerned with an item of appropriation language appearing on page 10 
of House Document No. 198, which will be “inserted 1 in the record at this 
point. 

(The matter referred to is as follows:) 


GENERAL PROVISION 


“Section 201 of the General Government Matters Appropriation Act, 1958, 
is amended by adding the following proviso at the end of the section: ‘: Provided, 
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That such maxvimum amounts may be exceeded by the net extra cost of any 
special features or auwiliary equipment required to render the vehicle suitabdle 
and safe for carrying out investigative, law enforcement, or intelligence activities, 
of a surveillance or police-type nature, in accordance with standards prescribed 
by the Administrator of General Services, upon certification by the head of the 
agency concerned that such special features or auxiliary equipment are essential 
for the proper performance of such activities’.” 

This proposed provision is to permit the purchase of cars with special features 
for police-type activities, the cost of which exceeds the limitation established in 
the General Government Matters Appropriation Act, 1958, for the purchase of 
passenger motor vehicles. Heavy duty batteries, springs, shock absorbers, gen- 
erators, and alternator rectifiers cannot be purchased with vehicles under the 
current limitation although they may be required to render the vehicle suitable 
or safe for police-type work. Prior to an April 19, 1957, decision of the Comp- 
troller General, the extra costs of such equipment had been construed to be 
outside the limitation. 


Mr. Anprews. The justifications will be inserted in the record at 
this point. 
(The matter referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION, 
SUPPLEMENTAL ESTIMATE, 1958 


GENERAL PROVISIONS, GENERAL GOVERNMENT MATTERS 
APPROPRIATION LANGUAGE 


“Section 201 of the General Government Matters Appropriation Act, 1958, is 
amended by adding the following proviso at the end of the section: ‘: Provided, 
That such maximum amounts may be exceeded by the net extra cost of any 
special features or auxiliary equipment required to render the vehicle suitable 
and safe for carrying out investigative, law enforcement, or intelligence activities, 
of a surveillance or police-type nature, in accordance with standards prescribed 
by the Administrator of General Services, upon certification by the head of the 
agency concerned that such special features or auxiliary equipment are essential 
for the proper performance of such activities’.” 


GENERAL STATEMENT 


“This proposed provision is to permit the purchase of cars with special fea- 
tures for police-type activities, the cost of which exceeds the limitation estab- 
lished in the General Government Matters Appropriation Act, 1958, for the pur- 
chase of passenger motor vehicles. Heavy-duty batteries, springs, shock ab- 
sorbers, generators, and alternator rectifiers cannot be purchased with vehicles 
under the current limitation although they may be required to render the vehicle 
suitable or safe for police-type work. Prior to an April 19, 1957, decision of the 
Comptroller General, the extra costs of such equipment had been construed to 
be outside the limitation.” (From the President’s transmittal message, H. Doc. 
198. ) 

In a letter of April 19, 1957, the Acting Comptrolier General upset historical 
practices followed since 1938 under our understanding of Comptroller General’s 
decisions (18 Comp. Gen. 120, et al.) whereby the extra costs of certain special 
features necessary on vehicles to carry out surveillance or police-type activities 
were excluded from the price limitations established annually in appropriation 
acts pursuant to the act of August 2, 1946 (5 U. 8S. C. 78). 

This action was taken soon after House hearings on the General Government 
matters appropriation bill at which GSA testified. in response to a specific ques- 
tion, “There is a Comptroller General’s decision that permits certain police-type 
activities to exclude the cost of special equipment peculiar to their mission from 
the limitation.” In the light of this testimony and the new interpretation from 
the Acting Comptroller General, the matter was brought to the attention of the 
Senate subcommittee, which added the following proviso as amendment & to 
H. R. 5788: “Provided, That the cost of any special feature or equipment reqnired 
for the use of the vehicle in carrying out investigative, law-enforcement, or in- 
telligence duties shall be in addition thereto.” The amendment was adopted 
by the Senate but was disagreed to by the House conferees. Final action on the 
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matter was explained by Mr. Hayden in addressing the Senate on May 27, 1957 
(p. 6826 of the Congressional Record), as follows: ; 

“Amendment No. 8 inserted language adding a proviso to section 201 which 
allowed the cost of any special feature or equipment on automobiles required for 
law enforcement and similar activities to be in addition to the ceiling fixed for the 
purchase price of such automobiles. The intention of the Senate amendment was 
to correct a situation eccasioned by a recent ruling of the Comptroller General 
which upset a previous ruling dating back to 1938, under which such special equip- 
ment had been allowed beyond the price ceiling. The House, however, considers 
the proviso to be too broad in scope, and prefers that more restricted language 
be submitted as a budget estimate in regular procedure.” 


JUSTIFICATION 


The revised proyiso herein proposed is submitted in line with the above con- 
gressionai direction and has been reworded to overcome the objection of the 
House that the exemption songht was too bread for practical control purposes by 
(1) limiting its application to surveillance and police-type activities within stand- 
ards prescribed by the Adiministrator of General Services and (2) requiring ap- 
propriate certification by the head of the agency concerned that the special fea- 
tures or auxiliary equipment are essential to its mission. 

The proposed proviso merely clarifies application of the limitations in accord 
with longstanding practices uniformly limited to surveillance and police-type 
activities in connection with which there appears no evidence of disagreement 
by the Congress. 

Vehicles suitably equipped to carry out the special missions of agencies such 
as the FBI, Alcohol Tax Unit of IRS, Customs, and United States Secret Service 
cannot be procured within the price limitations which are geared toward acquir- 
ing average production vehicles equipped for conventional use. 

Analysis of procurement transactions for the period July 1, 1956, through 
February 18, 1957, when the price limitation was $1,350, indicates that a total 
of 1,184 vehicles were purchased for surveillance and police-type activities. Of 
these, 775 were procured for the FBI at an average cost of $1.643.16 per vehicle. 

Included among the special features provided when requested are (1) V8 
police-type engines, (2) alternators, (3) heavy-duty springs and shock absorbers, 
(4) red-flasher lights, (5) sirens, ete., not all of which are necessarily provided 
on all vehicles. Experience this year indicates that the added cost per vehicle 
ranged from about $150 to $400 above the limitation. 


DECISION OF THE COMPTROLLER GENERAL 


Mr. Anprews. We will also place in the record at this point a letter 
from Mr. Clifton Mack to the Comptroller General dated April 9, 
1957, file FN—3, and the reply of the Acting Comptroller General dated 
April 19, 1957, file B-151418. 

(The letters referred to are as follows :) 


NATIONAL BUYING DIVISION, 
April 9, 1957. 
Hon. JOSEPH CAMPBELL, 
Comptroller General of the United States, 
Washington, D.C. 

Dear Mr. CAMPBELL: On February 18, 1957, bids were opened for a quantity 
of automobiles on invitation FN-3k-5700—-A-—2-18-57, among which were special 
items of automobiles for law-enforcement work. Bids were invited requesting 
bidders to bid the net additional cost, per unit installed, for the following items 
of special equipment required by the specifications and to exclude some from the 
unit prices. These items varied, depending on the item and the duties to be 
performed. Listed below are all of the items in question, together with the rea- 
sons for their procurement. 


1. Cost of 8-cylinder engines (over and above the cost of standard 6-cylinder 
engine ) 
Only six-cylinder engines are procured for general Government use. 
Eight-cylinder engines are required to maintain high service speeds and fast 
acceleration for the purpose of overtaking cars being pursued, No six-cylinder 
engine can meet the service requirements of the law-enforcement agencies. Al 
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agencies are required to justify the procurement of more powerful engines than 
the standard six-cyinder engine. 


2. Heavy-duty generator, 40 amperes; heavy-duty battery, 70 ampere-hours ; al- 
ternator-rectifier, 50 amperes 
Heavy-duty generators, batteries, and alternators of greater capacity than 
standard production are required to take care of the heavy loads of the electrical 
equipment. 


8. Heavy-duty springs and shocks 


Heavy-duty springs and shocks are required to keep the vehicle stabilized 
around curves and rough roads at high speeds. These minimize sway and weave 
that standard automobiles would be subjected to. 


4. Nylon tires 


Nylon tires are required to assure the absence of breakdown or blowouts dur- 
ing pursuit at low and high speeds, which at times would occur in passing through 
alleys, across docking areas, etc., where debris exists which would ruin any tire 
other than nylon. 


5. Heavy-duty police type seats with vinyl or equal upholstery 

Heavy-duty police type seats are required in instances where severe service 
would break down a standard seat in a relatively short time. These seats have 
special heavy springs and need be covered with material other than cloth to 
withstand heavy usage. 

6. Radio noise suppression 

Radio noise suppression is required in some broadcast and receiving radios to 
eliminate electrical interference. 

All of the above items are not purchased for regular Government use, and are 
procured only when the agencies justify their procurement as necessary to the 
performance of duty. 

These items do not add to the ease, convenience, and safety of the operators, 
except incidentally, and do not add to the appearance of the car or to its pas- 
senger-carrying qualities. 

Your advice is requested as to whether the above items, which are designed to 
aid the employee in law-enforcement work, may be purchased over and above 
the maximum statutory limitation. 

With respect to the limitation covered by 5 U. S. C. 78 and various appropria- 
tion acts, including Public Law 578 of the 84th Congress, the exact principles cov- 
ered by the various Comptroller General’s decisions cannot always be readily 
adapted for use in a specific case. The general propositions to be used in deter- 
mining whether the cost of additional equipment properly belongs within the 
maximum limitations contained in 5 U. S. C. 76 are found in 17 Comp. Gen. 640, 
18 Comp. Gen. 120, 121, and 19 Comp. Gen. 988, 990, 24 Comp. Gen. 94, and 28 
Comp. Gen. 720. 

In 19 Comp. Gen. 990, it was mentioned that the limitation is applicable to the 
cost of all accessories required for the comfort and convenience of the passen- 
gers and the efficient operation of the vehicle as an ordinary passenger-carrying 
vehicle provided such accessories when in use are such as ordinarily are perma- 
nently attached to the vehicle. 

It will be observed that the “accessories” herein concerned incidentally may 
increase the comfort of the passengers and result in more efficient operation of 
the vehicles and so might be held to be within the language of the statute. Nev- 
ertheless, it is suggested that a more applicable criterion might be the end use of 
the proposed accessories (or special equipment taking the place of standard 
equipment). In this case, the higher priced equipment is urgently needed from 
the viewpoint of efficacious enforcement of the policing aspects of certain laws. 
Specifically, the items are needed to enable the policing agency to achieve ready 
interception of a vehicle violating a law, immediate communication with the 
headquarters involved, and in the case of the tires, ability to continue pursuit 
where a regular tire might fail due to hard knocks and cuts. These end uses 
have been fully justified by the agencies involved. If you agree that the standard 
of the end use to be achieved is one that may be adopted, together with a finding 
that a desired item is not being procured primarily for the purposes of comfort, 
convenience and efficient operation of the vehicle as an ordinary passenger- 
carrying vehicle, this agency will undertake to be fully responsible for requiring 
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a full justification in any such case and will continue to submit doubtful cases 
to you. 

Accordingly, your decision would be appreciated as to whether the particular 
items concerned in the present invitation may be purchased. In addition, your 
comments are requested as to any general standards which this agency may be 
permitted to use in determining whether particular types of equipment could 
be excluded from the purchase price limitation. 

Another question arising out of the invitation concerns the language used by 
General Motors Corp. in the last paragraph of page 43 of its proposal. It is possi- 
ble that General Motors Corp. meant such language to represent a qualification of 
its offer. In addition, based on a literal reading of the language, it might well 
be argued that a qualification does in fact exist. Nevertheless, it is our feeling 
that General Motors Corp. only intended to imply that the contract, in the event 
award was made to General Motors Corp., was only to stipulate that procurement 
of the accessories in question was legal and that the prices for the accessories 
would not be included in computing the maximum purchase price limitation under 
5 U. 8. C. 78. Such a result is implicit in any GSA vehicle award where extra 
equipment is included. 

Advice is also requested as to whether the bid containing the above provisions 
is for consideration and whether the statement required by that provision can 
properly be made. 


A copy of the invitation and General Motors’ proposal is forwarded herewith 
for your convenience. 

An early decision is requested together with the return of the General Motors’ 
bid in order that action toward acceptance or rejection of the bid can be taken. 
Aeceptance time expires April 19, 1957. 

Sincerely yours, 
(Signed) Crirron B. Mack, 
Associate Commissioner. 
Enclosures. 
COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, D. C., April 19, 1957. 
Mr. Crurrron E. Mack, 


Associate Commissioner, Federal Supply Service, General Services Admin- 
istration, Washington, D. €. 

Dear Mr. Mack: In your letter of April 9, 1957, reference FN-3, you as an 
officer charged with contracting for the United States, request our decision 
whether the cost of automotive equipment included in an invitation for bids for 
the acquisition of motor vehicles for law enforcement agencies may be purchased 
without regard to the statutory purchase price limitation set out in title 5, United 
States Code, section 78 (c) (1) and Public Law 578 approved June 13, 1956 (70 
Stat. 279); and whether certain language in the bid of General Motors Corp. 
in response to the invitation represents a qualification of its offer. 

The aforesaid statutes preclude, during the current fiscal year, unless specif- 
ically provided otherwise, the expenditure of appropriated moneys in excess of 
$1,350 for the purchase of any passenger motor vehicle completely equipped for 
operation, except station wagons, for which the maximum is $1,800, and buses 
and ambulances. 

The automotive equipment involved is stated to be needed urgently to allow 
effective enforcement of the policing aspect of certain laws, to enable intercep- 
tion of vehicles violating laws, to permit immediate communication with head- 
quarters and, in the case of tires, to continue pursuit where regular tires might 
fail because of hard knocks and cuts. You say that the end uses of the higher 
priced equipment have been fully justified by the agencies involved. Also, you 
say that if the end use is a proper standard which may be adopted in applying 
the limitation, together with a finding that a desired item is not being procured 
primarily for the purposes of comfort, convenience and efficient operation of the 
vehicle as an ordinary passenger carrying vehicle, your agency will undertake 
to be fully responsible for requiring a full justification in any such case. The 
invitation for the purchase of automobiles to be used for law enforcement pur- 
poses includes equipment as follows: (1) 8 cylinder engines, (2) heavy duty 
generators (40 amperes), heavy duty batteries (70 ampere-hours), alternator- 
rectifiers (50 amperes), (3) heavy duty springs and shocks, (4) nylon tires, (5) 
heavy duty police type seats with vinyl or equal upholstery, and (6) radio noise 
suppressors, You say that the above items are not purchased for regular Gov- 
ernment use but only when the agencies justify their procurement as necessary 
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to the performance of their duty. You request our decision as to whether the 
extra cost of this superior equipment may be paid over and above the $1,350 
limitation. 

Price limitation as to automobiles, such as are contained in the act of June 
13, 1956 (70 Stat. 279), except for variations in amounts have been enacted for a 
long period of years. The words “completely equipped for operation” appearing 
in such statutes have been considered on numerous occasions. The price limita- 
tion uniformly has been held to include the original cost of the car as well as 
all equipment or accessories which are permanently attached to and become a 
part of the vehicle and which contribute to the comfort and convenience of the 
passengers and the efficient operation of the vehicle as a passenger carrying 
vehicle (19 Comp. Gen. 988, 990; 24 id. 94, 95; and 28 id. 720, 721). 

All of the equipment, except the equipment for radio noise suppression, appear 
to be “such as ordinarily are permanently attached to, and become a part of the 
vehicle.” While they only incidentally may affect the comfort and convenience 
of the passengers, they are most certainly essential to “the efficient operation of 
the vehicle.” 

We have held that radios used in police work are not to be included within the 
statutory limitation (18 Comp. Gen. 120). You report that radio noise suppres- 
sion equipment is required in some broadcast and receiving radios to eliminate 
electrical interference. Inasmuch as this affects only the operation of the radio 
and is not related to the comfort and convenience of the passengers and the 
efficiency of the vehicle’s operation, this item can be treated as outside the pur- 
chase limitation but we see no alternative to the conclusion that the extra cost 
of the other equipment must be charged against the limitation. 

The second matter of concern arises from the following language which ap- 
pears in the bid of General Motors Corp. : 

“We are bidding on optional items of equipment as called for in the invita- 
tion. with the understanding that if purchased and added to the basic vehicle 
price quoted that PL578, (sic) Title II, Section 201, will not be applicable to 
this procurement and that the contract evidencing such procurement will con- 
tain such a statement.” 

It is questioned whether the language just quoted represents a qualified offer. 
In that regard, your letter expresses the belief that General Motors Corp. only 
intended to imply that the contract was to stipulate that procurement of the 
accessories was legal and that the prices for them would not be included in com- 
puting the maximum purchase price limitation. Your letter further states tha 
such a result is implicit in any GSA vehicle award where extra equipment is 
included. 

In the circumstances, we agree that there is no qualification of the offer in 
question. 

The General Motors Corp. bid, enclosed with your letter, is returned herewith 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


Mr. Anprews. Do either of you gentlemen have a statement you 
would like to make in connection with the matter that is before us? 

Mr. Hanson. We have no prepared statements, sir. 

Mr. Anprews. What are the criteria for approval by the General 
Services Administration of a requisition for police-type vehicles? 


STANDARDS FOR EXTRA EQUIPMENT 


Mr. Hanson. Since we were up here last time we completed work on 
a general standard which was ready for publication when this mat- 
ter came up. Since then we prepared for the committee’s information 
a Proposed Federal Standard which incorporates those criteria. They 
are on the first and third pages of this document and, of course are 
dependent on favorable action on their request by the program. 

‘Mr. Anprews. 82.3? 

Mr. Hanson. Yes, sir, and also the criteria for special police-type 
vehicles on page 3. 
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Mr. Anprews. Pages 1, 3, and 8 of the Proposed Standard will be 
placed in the record at this point. 
(The document referred to is as follows :) 


Prop. Fed. St. No. 122 
June 24, 1957 
PROPOSED- FEDERAL STANDARD 


AUTOMOBILES, STATION WAGONS, AND LIGHT TRUCKS; STANDARD UNITS, STANDARD 
PERMISSIBLE OPTIONS, SPECIAL PERMISSIBLE OPTIONS, AND JUSTIFIABLE 
OPTIONS 


(Preamble to be inserted) 


$1. Scope.—This Federal standard has been developed after consultation with 
staffs of the major agencies concerned, the Bureau of the Budget, and the Motor 
Equipment and National Buying Divisions of GSA. This standard limits the pro- 
curement of Government automobiles, station wagons, light trucks, and carry- 
alls to the smallest number of vehicle types (and appurtenances) required to 
adequately perform the services required. These standard units have been 
adopted for use in consolidated purchases to afford suitable vehicles, procured 
with shortest delivery dates, at the lowest price obtainable. 

S2. Classification —Equipment standardized hereunder is classified as Stand- 
ard Units Standard Permissible Options, Special Permissible Options, and Justi- 
fiable Options. 


$2.1. Standard Units.—Standard Units specify in detail the vehicles and ap- 
purtenances which may be requisitioned. 

$2.2. Standard Permissible Options—Standard Permissible Options include 
optional equipment or accessories to be furnished as determined by the purchaser. 

$2.3. Special Permissible Options.—Special Permissible Options include equip- 
ment and accessories any or all of which are optional for investigative, law 
enforcement, or intelligence activities of a surveillance or police type nature, 
in accordance with Section 201 of. the General Government Matters Appropria- 
tion Act, 1958 (without regard to Statutory price limitation). 

$2.4 Justifiable Options.—Justifiable Options include deviations permissible 
with justification to the activities listed. 

S83. Application.—Purchases under the following Federal Specifications of the 
issues in effect on the date of invitation for bids, shall be limited to standard 
units prescribed herein under Standard Permissible Options, Special Permissible 
Options, Justifiable Options and Standard Units. Existing Government units 
with other characteristics shall be utilized until exhausted. 








Interim Federal Specifications : 
KKK-T-00811(GSA-—-FSS): Automobiles (100- to 149-Inch Wheelbase). 
Federal Specifications : 
KKK-A-845: Automobile, Station Wagon, 5-, 6-, or 7-Passenger, 4 x 2. 
KKK-—A-851: Automobile, Station Wagon, 8-Passenger, 4 x 2. 
KKK-—T-—716: Trucks; Gasoline Engine, Four Wheels—Two-Rear Whee! 
Drive, G. V. W. 4,200 Pounds. 


KKK-T-719: Trucks; Gasoline Engine, Four Wheels—Two-Rear Wheel 
Drive, G. V. W. 6,400 Pounds. 


S4. Standard characteristics and item identification —-The standard items with 
their applicable Federal Stock Numbers (FSN) shall conform to the character- 
istics listed in Standard Units described herein. 


SPECIAL PERMISSIBLE OPTIONS 
V-8 Police type Engine 

Alternator with Adequate Wiring and Related Accessories 
Heavy Duty Springs and Shock Absorbers 

Red Flasher Lights 

Siren 

Spotlight 

Cable Raceway 

Special Central Control Switches and Associated Equipment 
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JUSTIFICATION NECESSARY 


When certified to by the head of the Agency concerned that such special fea- 
tures or auxiliary equipment are essential for the proper performance of such 
activities. 

$5.2. Changes.—When a Federal agency considers that a Federal Standard does 
not provide for its essential needs, written request for adding to or otherwise 
changing the standards, supported by adequate justification, shall be sent to the 
Administration. This justification shall explain wherein the standard does not 
provide for essential needs. The request shall be sent in duplicate to the General 
Services Administration, Federal Supply Service, Standardization Division, 
Washington 25, D. C. The Administration will determine the appropriate action 
to be taken and will notify the agency. 

S6. Conflict with referenced specifications.—Where the requirements specified 
in this standard conflict with any requirements in a referenced specification, the 
requirements of the standard shall apply. Nature of conflict between the stand- 
ard and the referenced specification shall be submitted in duplicate to General 
Services Administration, Federal Supply Service, Standardization Division, 
Washington 25, D. C. 


Mr. Hanson. You will recall the last time we were up here we ex- 
plained to you that we were establishing criteria to limit the acces- 
sories vehicles could be equipped with. We have done that. The 
proposed standard would exempt from price limitations under certain 
conditions specific items which are required for pursuit work in law 
enforcement and in similar activities which normally cannot be pur- 
chased under the ceiling price established for ordinary cars 

Mr. Anprews. That ceiling is what? 

Mr. Hanson. $1,500 for passenger cars. 


COST OF EXTRA EQUIPMENT 
Mr. Anprews. What would this extra equipment cost ? 


Mr. Hanson. The average price of the police-type engine has been 
$105. It will vary with the make, but that is the average price. 
The alternator with adequate wiring and related accessories aver- 
ages $120. 
The heavy duty springs and shock absorbers, $2.90. 
The red flasher lights, $22. 
The siren, $47.30. 
The spotlight, $22. 
The cable raceway, $55. 
And the special central control switches and associated equipment, 
Ls 
Mr. Anprews. What does that total? $385, I think. 
Mr. Hanson. Yes, although the price per vehicle varies between as 
little as a couple hundred dollars in some eases to as high as $500, de- 
pending on the special equipment required, and market conditions. 


~$ 


NUMBER OF CARS WITH EXTRA EQUIPMENT 


Mr. Anprews. How many cars are there in the Government service 
at the present time with this extra equipment that costs approximately 
S400 ? 

Mr. Hanson. Mr. Dunkle, do you know how many we bought last 
vear ? 

' Mr. DunKuie. Between July 1, 1956, and February 18, 1957, we 
bought 1,184 vehicles for surve tila ice and police-tvpe activities. That 
would be in a 714-month period. 
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Mr. Hianson. I thimk if you multiply that by four you would come 
close to an answer to your question. 

Mr. Anprews. The majority are taken by the FBI? 

Mr. DunkKxe. 775 of the 1,184 total were for FBI. 

Mr. Anprews. What other agencies are qualified ? 

Mr. DunKLE. Some of the agencies are the Internal Revenue Service, 
Customs, Coast Guard—— 

(Discussion off the record. ) 

Mr. Anprews. How do the agencies justify the need for X number— 
and I wish you would put in the record the number they have. 

(The material requested follows :) 


The available records indicate that the following activities have and are using 
passenger cars and station wagons equipped with one or a combination of the 
special police-type equipment described in proposed Federal Standard No. 122: 


Total num 

ber of auto- 

Police-type | mobiles an 
vehicles | station 
wagons 

operated 


Activity or bureau 


Internal Revenue Service, Alcohol] Tax, and Treasury Intelligence. __- 


Customs J ecuticktectd spt 250 | 601 
Secret Service. -......- : gebtnectedtessrstecyethtesces ‘ 57 208 
Cee oe gee needa eanaaaes 47 209 
Atomic Energy C ememmlesiGth:, <3 5.) eh aebiwdieasdbe ce ieee. dads 283 | 1, 892 
CRVEE ROPOMMEICS ACMINISTVATION . og no bo dk cdc ceccideniecteensonness 3 | 534 
Federal Bureau of Investigation EGinctoeatammdadinditdcd-adeea 3, 104 | 3, 104 
Immigration and Naturalization Service 924 950 
Bureau of Prisons ‘ Seana wa . il 10 74 
U. 8. Reclamation Service ; alt ects eR ee TE aa 7 837 


Bureau of Indian Affairs al shaplaaeimiaidh dots 2 et 75 969 
Fish and Wildlife 92 | : 





1 Federal Bureau of Investigation vehicles are generally equipped with police-type P= type) 
engines. Other special-type features are provided on the basis of the vehicle assignment and need. 


The above listing does not contain information with respect to vehicles used 
by intelligence and counterespionage activities since such information is clas- 
sified and not available to GSA. 

Mr. Hanson. Recognizing the security situation that exists in some 
of these agencies, and since GSA is not in a position to review the oper- 
ations, we felt the proper way to control procurement is by requiring 
a certification by the head of the agency concerned that such special 
features or auxiliary equipment are essential for the proper perform- 
ance of their activities. This is provided for in the prepared amend- 
ment and in the standards. If an agency wants Mr. Dunkle to 
buy this equipment they will have to give him a certification to that 
elfect. 


AGENCY CERTIFICATION REQUIRED 


Mr. Anprews. Then you would act on the certification of the head 
of the agency and would not investigate the need of the agency for 
such special equipment ? 

Mr. Hanson. We would not be in a position to investigate the need, 
but I think such certification would be acceptable and dependable. 
I personally have had quite a bit of contact with these agencies and 
would have no hesitancy in that regard. 

Mr. Anprews. Who would audit the certification 
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Mr. Hanson. GAO, which goes over all of Mr. Dunkle’s records 
very closely for certifications evidencing compliance with legislative 
or regulatory provisions. 

Mr. Anprews. I understand you will not authorize the purchase of 
any of these specially equipped cars unless the need is certified by the 
agency head, but my question is, Who determines the need? For ex- 
ample, an investigative or security agency is not engaged in police- 
type work out in the open with a siren and red lights, et cetera. It 
would be interesting to know how many they have -and how they got 
them and what use they make of them. 

Mr. Dunxte. I doubt I can get the information as to what use such 
agencies make of them. We could get the information on how many 
were purchased for them with this equipment. 


TWO-WAY RADIO EQUIPMENT 


Mr. Anprews. By what authority do some agencies equip auto- 
mobiles with two-way police-type radio? Who procures and installs 
such equipment? Is this now considered to be within the procure- 
ment limitation ? 

Mr. Hanson. Because they are removable and can be placed in any 
vehicle or used independently of a vehicle. Two-way radios are pur- 
chased or rented by the agencies independently of the vehicle pur- 
chase and are therefore not considered within the scope of the lim- 
itation. 

Mr. Anprews. Who buys and who installs such equipment ? 

Mr. Hanson. The agencies have been buying it and paying for its 
installation. 

Mr. Anprews. And the only extras General Services are concerned 
with are those you listed ? 

Mr. Hanson. Yes. We would not buy other accessories. Those listed 
are the only ones that would be purchased under our proposal, if the 
committee agrees. However we would not buy all of them for every 
car. The agencies would indicate which ones they needed for their 
particular activity and certify that they needed them. With such a 
certification we could go ahead and procure their requirements. 


PROPORTION OF CAR PURCHASES WITH SPECIAL EQUIPMENT 


Mr. Anprews. On page 94 of the hearings on the regular bill, it is 
stated that 2,243 automobiles had been procured as of January 31, 
1957. Your present justifications indicate that as of February 18, 
1957, 1,184 vehicles had been purchased for surveillance and police- 
type activities. In other words, more than 50 percent of the new pur- 
chases were police cars or these specially equipped cars used for police- 
type activities. 

Mr. Donker. Apparently during the specified period that was true, 
but I do not believe that is generally true of the overall. We can fur- 
nish that information for the record also. 

Mr. Anprews. You have purchased a total of 1,184 of these specially 
equipped police-type cars? 
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Mr. Dunxie. That was in a 714-month period during which’ we 
bought 775 for the FBI. That is probably the reason for the high 
pere rentage. 

Mr. Hanson. I would venture a guess that your procurement of 
this type of vehicle is under 1,000 on an average, each year. Would 
you say that is about right? 


Mr. Dunxxr. I would rather get the actual figures. 


INSTALLATION OF SPECIAL EQUIPMENT 


Mr. \Nnprews. What police-type equipment is factory installed ? 

Mr. Hanson. Any of the items listed would be factory installed if 
we bought them with the vehicle. Some could be installed later, but 
at greater expense. The items we have listed here are all regular fac- 
tory installations. 

Mr. Anprews. Including the siren ? 

Mr. Hanson. Yes. 

Mr. Anprews. What special equipment or police-type equipment is 
installed by Government garages ? 

Mr. Hanson. The only ones I know that are installed by Govern- 
ment garages—not necessarily by Government garages but by commer- 
cial garages or Government garages—are radios, sirens, and flasher 
lights. 

Mr. Anprews. All this equipment could be installed in Government 
garages by Government employees, could it not? 

Mr. Hanson. It could be. Even, two-way radios could be. Some- 
times if a car is bought without spotlights or if lights or sirens have 
been damaged, they are installed. The alternators are sometimes re- 
placed, or if a car is bought without, they could be installed. 

Mr. Anprews. Do you think it would be cheaper for the Govern- 
ment to buy the speci ial equipment and have it installed at Government 
garages where you are buying at a rate of a thousand a year? 

Mr. Hanson. Buying it installed is much cheaper. 

Mr. Anprews. Does GSA now procure, for replacement purposes, 
complete motors, or motorblocks—c omplete transmissions, differen- 
tials, or other major mechanical components? 

Mr. Dunkte. No, sir, not to my knowledge. We do have contracts 
with motor equipment manufacturers for parts and subassemblies. 
These are optional for use by the various agencies. We negotiate with 
the manufacturers for discounts and the agencies use the contracts to 
order spare parts. Whether the agencies are buying extra parts, I 
cannot say. 

Mr. Anprews. Does GSA now procure, for replacement, complete 
fenders. doors, or other body components? 

Mr. Dunkte. To the extent they would be listed in the manu- 
facturers’ parts price list, they would be covered by our contracts. 

Mr. Anprews. How many approved unfilled requisitions for police- 
type vehicles are now pending? 

Mr. Dunk iE. I will have to furnish that information for the record, 
sir. 
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(GSA later informed the committee that no such requisitions are 
now pending.) 

Mr. Anprews. Does the military procure its armed services police 
vehicles within the dollar limitation ? 

Mr. Dun«xzE. Mr. Hanson, do you know about the military opera- 
tions? 

Mr. Hanson. I am under the impression that the armed services 
use a standard vehicle on which they have installed the necessary 
equipment after they purchase it. I think that is generally true. I 
was trying to remember if I had ever seen a purchase invitation where 
they were buying special police-type vehicles, and I do not recall 
ever seeing one. They do their own buying and we do not always 
know what they are purchasing. 


AGENCIES REQUISITIONING SPECIALLY EQUIPPED CARS DURING PAST 2 YEARS 


Mr. Anprews. What departments, agencies, and bureaus have requi- 
sitioned police-type vehicles during the past 2 years, and for what de- 
partments, agencies, and bureaus have police-type vehicles been pro- 
cured during t the past 2 years? Which of these agencies requisition and 
obtain vehicles equipped with flashing red lights and sirens, indicative 
of police traffic enforcement vehicles ? 

Mr. Dunk te. Sir, for details of that nature we would have to make 
a check of our records. 

Mr. Anprews. I wish you would do that and give us a list of the 
departments, agencies, and bureaus which have requisitioned such 
vehicles and for which such vehicles have been procured. 

(The information requested was furnished as follows :) 
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DISPOSAL OF SPECIALLY EQUIPPED CARS 


Mr. Anprews. What disposition is made of police-type vehicles 
after they have reached the end of their normal useful life, and what 
recovery is made, if any, of the value of the heavy-duty or extra-qual- 
ity equipment contained in them? 

"Mr. Hanson. The vehicles are norm ally disposed of in the same 
channels that we dispose of other vehicles. The 2-way radios are re- 
moved because that is an item that is readily removable from one 
vehicle to another. The engine is normally worn out and that stays 
with the vehicle. Generally that is true of the other equipment listed 
with the exception of the siren and spotlight. Those are sometimes 
removed because they have a relatively short life and are used for 
replacements on their other vehicles if needed. 

Mr. Anprews. Will the siren wear out before the motor or the 
vehicle ? 

Mr. Hanson. Sometimes, and sometimes they are damaged in the 
course of the vehicle’s operation. They have a relatively shorter life 
than the vehicle. 

Mr. Anprews. How about the signal lights? 

Mr. Hanson. The signal lights are standard equipment. They are 
not listed here. Of course, things happen to them. 

Mr. Anvrews. I mean the red flashing lights, the ones you list here 
as the red flasher lights. 

Mr. Hanson. I do not know the answer to that. 

Mr. Anprews. I wish you would find out the answer and insert it in 
the record. 

(The following statement was supplied later:) 

Generally, when law enforcement vehicles are disposed of to the public, all 
special items such as red flasher lights, sirens, radios, or equipment which might 
be unlawfully used, are removed. If usable, they are reused, generally for re- 
placements of similar items on vehicles in the existing fleet, which have been 
damaged or worn out. In some instances, where quantity permits, items are in- 
stalled on new purchases. However, this is expensive and usually presents diffi- 
culties and problems due to changes in models and other technical changes such 
as the recent change from 6- to 12-volt electrical systems. 

Mr. Anprews. Do you not think that when you equip these cars 
especially for police work, with a red flashing light and a siren, and so 
forth, that you could take those items off the old cars and put them 
on the new ones when you are buying at the rate of a thousand or 
1,100 a year? 

Mr. Hanson. In some instances, possibly. If you take a red flasher 
light that cost you $22 and has been used for quite a while, and install 
it in a new car I doubt if you would save any money. 

Mr. Anvrews. There is nothing about it, is there, to wear out? 

Mr. Hanson. No; but it is a rather expensive item to change. 
There is quite a bit of work involved in changing a flasher light. When 
you have to pay $4.50 to $5 an hour for that type of work, it only takes 

2 or 3 hours until you have equaled the cost of a new item. 

Mr. Anprews. If this language is adopted as requested do you not 
think there will be a terrific increase in the number of requests for this 
type vehicle? 

Mr. Hanson. No, sir; because this will just permit, with your ap- 
proval, procurement of vehicles so equipped which up until last spring 
had been the practice under our interpretation of the GAO decision. 
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INSTALLATION IN GOVERNMENT GARAGES NOT ECONOMICAL 


Mr. Anprews. Back to the flasher light again: You said that it 
would cost $4.50 an hour to get a man to install one of them on one of 
these vehicles. Could you not get that done in a Government garage 
cheaper than that? 

Mr. Hanson. The Government has found it is often cheaper to do 
the work commercially than by force account. That is pretty gener- 
ally the policy throughout the civilian agencies, so I think the answer 
is that generally you | would not get it done any cheaper in a Govern- 
ment garage. Weare paying our r mechanics today the prevailing rate, 
or close to it, that they pay in commercial shops. And by the time 
that you figure the cost of annual leave and so on it all comes to about 
the same figure. 

In connection with the motor pools, we get most of our work done 
commercially rather than in Government garages. 

Mr. Anprews. Why continue to operate the garages? 

Mr. Hanson. We do not. We close them up whenever we can. 

Mr. Anprews, How many do you have operating now? 

Mr. Hanson. I do not know how many governmentwide, but I know 
they are closing them up rapidly every year. In the motor pools sys- 
tem we have only two operations that could be classified as a repair 


garage. We have several service station operations, but repair work is 
only being done in two places. 


Mr. Anprews. You do it by contract? 
Mr. Hanson. Yes, commercially. 


Mr. Gary. How many specially equipped cars do you now have in 
the Government service ? 


Mr. Hanson. That is a question we cannot now answer. 

Mr. Anprews. They are going to supply that information for the 
record. 

Mr. Gary. You have a great many of them? 

Mr. Hanson. I would not know how to answer the question. My 
guess is that it is a relatively small number compared with the size 
of the overall fleet. 


FORMER AUTHORITY TO PURCHASE SPECIALLY EQUIPPED CARS 


Mr. Gary. How did you get those without this provision? 

Mr. Dunxte. As the record shows, and as this submission shows, 
we were purchasing cars with this special equipment, police type in 

nature, under an interpretation of a Comptroller General’s decision 
which has since been subject of correspondence with the General Ac- 
counting Office. The General Accounting Office’s position on the 
point now is such that we have presented the legislation to establish 
a legislative basis for continuing the purchase of the equipment with 
the polic e-type accessories. 

Mr. Gary. In other words, the General Accounting Office has 
changed its position ? 

Mr. Dunx«te. Yes, in effect. It was a matter of interpretation of 
their decision. 

Mr. Gary. Have you bought any since April 19, 1957, the date of 
the decision ? 
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Mr. Dunxte. Yes, under authority of their letter of May 28, which 
permits us to continue as we have in the past pending enactment of 
legislation such as is now being considered. 

Mr. Gary. Do you have a copy of the letter? 

Mr. Dunxr. Yes. 


Mr. Gary. I suggest that this letter be incorporated in the record 
at this point. 


Mr. Anprews. Without objection it will be incorporated in the 
record at this point. 
(The letter referred to is as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 28, 1957. 
Mr. C. D. BEAN, 
Commissioner, Federal Supply Service, 
General Services Administration, Washington, D.C. 


Dear Mr. Bean: Your letter dated April 29, 1957, requests reconsideration 
of our decision of April 19, 1957, B-131418 (36 Comp. Gen.), which holds that 
the cost of certain high powered equipment on passenger motor vehicles used in 
police work is required to be included within the statutory purchase price lim- 
itation set out in title 5, United States Code, section 78 (c) (1) and the General 
Government Matters Appropriation Act, 1957, Public Law 578, approved June 
13, 1956 (70 Stat. 279, 5 U.S. C. Supp. 1V 78a—1). 

That decision is premised on the conclusions that the high-powered equipment 
ordinarily becomes a permanent part of the vehicle and is essential to the com- 
fort and convenience of the passengers and the efficient operation of the vehicle. 
However, your letter requesting reconsideration says that a six-cylinder engine 
would operate a vehicle for almost all purposes as efficiently as an eight-cylinder 
engine. You submit further that the difference between the two types of engines 
is no way essential to the efficient operation of the vehicle, but is essential to 
the speedy takeoff and ability to overtake another fleeing vehicle. This is sug- 
gested as a justification for considering the eight-cylinder engine and other 
high powered equipment as outside the long established “comfort-convenience- 
efficient operation” rule referred to in our prior decision. 

On April 29, 1957, at a conference among representatives of the General Serv- 
ices Administration, Internal Revenue Service, Federal Bureau of Investigation, 
Department of Justice and our Office, it was suggested that the “passenger motor 
vehicle” on which the Congress intended to impose the purchase price limitation 
is a vehicle whose main purpose is to carry passengers from one place to another 
rather than a police vehicle whose main purpose is to pursue and overtake crimi- 
nals and vehicles in illegal operation, just as a weapon might be used to restrain 
a criminal act. 

On May 14, 1957, at a second conference in the matter between representatives 
of the General Services Administration and our Office. reference was made to the 
testimony of John B. Hanson, the Director of the Motor Vehicles Division of the 
General Services Administration, at hearings before the Senate subcommittee 
of the Committee on Appropriations on H. R. 6499, 84th Congress, which became 
the General Government Matters Appropriation Act, 1956 (69 Stat. 192). Mr. 
Hanson testified on June 14, 1955, in connection with the language on the dollar 
limitation for the procurement of automobiles and station wagons. The col- 
loquy on the limitation, printed on pages 9 and 10 of the Senate hearings on 
H. R. 6499, is as follows: 

“Mr. HANsoN. $1,350, we think, is sufficient at this time for passenger cars, 
although, as a result of the recent labor agreements, it may be insufficient before 
the year is over—— 


* * * ¥ * & + 


“Senator SALTONSTALL. So you would want this bill to read $1,350 for a 
passenger vehicle and $1,850 for a station wagon? 

“Mr. HANSON. Yes, sir. 

“Senator MAcNuson. What about where you need a vehicle on which you put 
some extras not for the purpose of putting in some comforts and conveniences, 
but because they are needed in certain types of work; how are you going to get 
by with that limitation? 
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“Mr. Hanson. If an agency has a need for a vehicle which will require that 
type of extras, that agency would justifiy the requirement in its budget before 
the Appropriations Committees and ask for necessary money for that type of 
vehicle. 

“Senator MaGnuson. I am thinking of vehicles in the Forest Service where 
they need more gear, more space. So that you do not need that amendment. 
That amendment has been suggested to me, that that should not be included; it 
says: 

“*The amount charged by the contractor for the Government for the special 
feature or equipment on the vehicle which is not required for the convenience of 
the operator need not be included in said maximum amount.’ 

“Would that language aid you in any respect? 

“Mr. Hanson. That would aid particularly with respect to certain uses for 
which we have to buy cars with special equipment such as for police work. 

“Senator MaGnuson. Then it has been suggested that we incorporate in the 
report additional language has been added so as to make clear that the amount 
so established does not include the amount of the manufacturer’s regularly 
established charge to the public for transportation and delivery of the vehicle 
or the cost of any special feature or equipment not required for the convenience 
of the passengers to carry out official duties. It might be well to put this im the 
report rather than cover up the bill with language. 

“Mr. Hanson. Yes, sir. 

“Senator MAGNUSON. We will consider that. 

“T have also been told by the factory representatives of 2 of the concerns that 
you mentioned, the General Motors and Ford, that they are a little afraid that 
this $1,350 would not last very long. 

“Mr. Hanson. Thatis what I pointed out, sir. 

“Senator MaGnuson, Well, we will consider it. If you do need te come back, 
we are available most of the time.” 

At the second conference in our office, the representatives of the General 
Services Administration contended that Senator Magnuson’s statement concern- 
ing the suggestion that additional language be incorporated in the Senate report 
to make “clear” that the limitation does not include special equipment indicates 
that the Congress already recognized that the limitation is inapplicable to ve- 
hicles used for law-enforcement work and the suggestion was intended only for 
clarification purposes. At the same conference, reference also was made to the 
testimony of L. L. Dunkle, Jr., Director of National Buying, General Services 
Administration, and Mr. Hanson at hearings on general Government matters 
appropriations, 1958, before the House subcommittee of the Committee on Ap- 
propriations. The colloquy at these hearings, printed on pages 101 and 102 of 
the House hearings on the 1958 appropriation, is as follows: 

“Mr. ANDREWS. Are there any police agencies, such as the FBI or any other, 
that are not under this limitation today? 

“Mr. DUNKLE. They are all under this limitation. There is a Comptroller 
General’s decision that permits certain police-type activities to exclude the cost 
of special equipment peeuliar to their mission from the limitation. 

“Mr. AnNprEws. Then the FBI, if they want an &-cylinder automobile with 
automatic transmission, they ean get it? 

“Mr. Hanson. Not if the base price, excluding radio, sirens, and specialized 
police equipment, exceeds the limitation. 

“Mr. ANDREWS. Does not the FBI have 8-cylinder automobiles? 

“Mr. Hanson. They have some. Right now I do not think they could get it in 
the market. 

“Mr. ANDREWS. How did they get those they have had in the past? 

“Mr. Hanson. Until last fall we had quite a bit of leeway, but when the new 
models came out the prices went up about $135. 

“Mr. DuNKLE. I have a little information. on that I think will be helpful. 
We have bought cars for the FBI this year. We have paid an average of $1,643.16 
with the additional equipment they needed and could justify, and which was 
permissible under the terms of the Comptroller General’s decision. I think 
the reference to the Comptroller General's decision is 18th Comptroller General 
Decisions, page 120.” 

It was contended that, notwithstanding the statements in the hearings that 
8-eylinder engines cannot be purchased if the price will cause the automobile 
price to exceed the limitation, Mr. Dunkle’s statement that FBI cars had been 
purchased with additional equipment at an average price of $1,643.16 under au- 
thority of 18th Comptroller General Decisions, page 120, with no further state- 
ment or objection made by any member of the House committee indicates that 
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the committee considered 18th Comptroller General Decisions, page 120, ap- 
plicable to purchasers of 8-cylinder engines for law-enforcement vehicles, as well 
as to purchases of radios and sirens used in police work. It was stated, further, 
that such high-powered, special police equipment has been purchased without ob- 
jection for more than 18 years and that all through this period 18th Comptroller 
General Decisions, page 120, was assumed to be authority for these purchases. 

Our view is that if an 8-cylinder engine is essential to the speedy takeoff and 
also the ability to overtake another vehicle, it is essential to the efficient opera- 
tion of the vehicle. If a 6-cylinder engine does not have adequate energy to pro- 
duce a desired result, but an 8-cylinder does have adequate power to act effectually 
and to produce a desired effect, then the 8-cylinder engine is capable of more 
efficient operation for the desired purpose than the 6-cylinder engine. The fact 
that the equipment is high powered indicates it actually is productive of the 
desired greater efficiency. Such 8-cylinder engine is no doubt an integral part 
of the car, and regardless of the purpose for which the car is used, it is a passen- 
ger motor vehicle. Also, the statute precludes, “unless otherwise specifically pro- 
vided,” the expenditure of more than $1,350 for such a vehicle completely 
equipped for operation. 

Regarding the contention that the Senate subcommittee, rather than intending 
to “amend” the purchase-price limitation, intended to make “clear” that the 
limitation does not include special equipment for law-enforcement work, it is 
noted that the Senate amended H. R. 6499 so that the section relating to the 
statutory purchase limitation on passenger motor vehicles would have provided 
“that the amount of any charge by the contractor to the Government for any 
special feature or equipment on said vehicle that is not required for the con- 
venience and comfort of the operator or passengers but is necessary to permit 
the operator or passengers to carry out their officia! duties need not be included 
in said maximum amount.” However, when the bill was in conference, this 
language was not approved. Also, the special limitation as to station wagons 
similarly was not enacted. The 1957 appropriation act enacted an $1,800 limita- 
tion as to station wagons, but the language which would have excepted from 
the limitation special features necessary to enable the operators to carry out their 
official duties was never enacted into law. 

In view of the representations made in connection with the 1958 hearings to 
the House subcommittee that the FBI cannot get 8-cylinder engines if the base 
price of the equipment exceeds the limitation, we are compelled to conclude 
that the committee understood that statement according to its plain and obvi- 
ous tenor and that the reference to 18th Comptroller General Decisions, page 120, 
was understood to apply to police radios, sirens, spotlights, or similar special 
equipment not for use in connection with operation of the car as a passenger- 
earrying vehicle and adding nothing to the ease, convenience, safety, or effi- 
ciency of its operation, its appearance or its passenger-carrying qualities. In 
the face of the forthright statements made to the committee, it is untenable to 
conclude otherwise. The testimony before the Senate and House subcommittee 
also seems to us clearly to indicate that the Congress was given to understand 
that police vehicles are encompassed by the statutory purchase-price limita- 
tion on passenger motor vehicles. In addition, the 1956 appropriation hear- 
ings appear to indicate that the Congress has given consideration to the pro- 
priety of excepting certain special equipment from the statutory purchase- 
price limitation but has not approved it. Furthermore, representations were 
made to Congress that, if an agency required special equipment in certain types 
of work, the agency would justify the requirement in its budget before the 
Appropriations Committees and ask for necessary money for that type of ve- 
hicle. Therefore, we feel that any exception to the application of the limita- 
tion to such vehicle is a matter for the agencies requiring such cars to justify 
in their respective budgets before the Appropriations Committees or, if a gen- 
eral exception is to be sought as to police-type vehicles, that matter is for 
presentation to the Congress rather than for us to make such a general ex- 
ception by decision. 

However, it is equally clear that 18th Comptroller General Decisions, page 
120 was administratively misconstrued, and a practice based upon such mis- 
construction is reported to have been followed administratively for many 
vears. Furthermore, it has been reported that high powered police equipment 
is needed urgently for effective law enforcement. It has been contended fur- 
ther that immediate application of our decision will seriously hamper the entire 
procurement operation for these police type vehicles and that giving law en- 
forcement officers vehicles without high powered equipment is like giving them 
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weapons without ammunition. Also, it has been suggested that the failure 
of the Congress to authorize the exception in connection with that 1956 appro- 
priation was because the amendment was deemed unnecessary rather than 
that the Congress objected to exceeding the limitation when police type vehicles 
were purchased. Accordingly, we will not object to continuance of the reported 
practice provided the matter is promptly presented to Congress. However, unless 
the Congress excepts police type vehicles from the limitation by the end of 


its next session, we will be required to apply at that time the rule laid down in 
our decision of April 19, 1957. 


Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


AGENCIES REQUIRING SPECIALLY EQUIPPED CARS 


Mr. Fenton. Now the various agencies that have specially equipped 
cars are the FBI, the Alcohol Tax Unit, Customs, the United States 
Secret Service, and the like; is that right ? 

Mr. Hanson. Those are the principal ones, sir. 

Mr. Fenton. That list can be greatly enlarged upon ? 

Mr. Hanson. Yes, and coming back to the chairman’s statement 
about red flasher lights a moment ago, the FBI does not always buy 
those because they operate cars that are unidentified as a rule. How- 
ever, we also buy for the Park Police here in Washington, and we 
buy for other police activities. 

Mr. Fenron. There is suggested language: 

* * * required to render the vehicle suitable and safe for carrying out investi- 
gative, law-enforcement, or intelligence activities, of a surveillance or police type 
nature, and in accordance with standards prescribed by the Administrator of 
General Services, upon certification by the head of the agency concerned with 
such special features or auxiliary equipment are essential for the proper per- 
formance of such activity. 

Mr. Hanson. Yes. 

Mr. Fenron. Now, you mentioned the National Park people. The 
Department of the Interior also has the Indian Service police, and 
you have the Park Police, and you have the District of Columbia Park 
Police participating. 

Mr. Hanson. That is right. 

Mr. Fenton. And, of course, the Bureau of Reclamation has certain 
enforcement duties. The Justice Department has the FBI, and then 
there is the Immigration and Naturalization Service. The Treasury 
Departinent has them and the Atomic Energy people, and the De- 
partment of Commerce, the CAA, and the Department of Defense 
and the military police. Do you handle the military police? 

Mr. Dunxir. We do not handle the military police cars. 

Mr. Fenton. There area great many agencies that will be affected. 

Do I understand this pamphlet you handed us here is a copy of your 
standard ? 

Mr. Hanson. That would be our standard. If you will look under 
“S-2.3,” you will find the key is in the second line where we say, 
May buy “any or all.” Police people would want red lights, whereas 
undercover people would not. Police would want sirens where- 
as undercover persons would not. The FBI might want the high- 
torque engines and some other things that the police people might 
not necessarily need. The records over the years will show it has 
been along those lines. 











174 
DEFINITIONS OF TERMS 


Mr. Frnton. What is a police-type engine! 

Mr. Hanson. It is the high-torque engine that makes it possible not 
only to develop a high sustained speed, but to develop it rapidly. ‘They 

an jump and get going in a hurry. 

Mr. Frenron. It has no special protection ? 

Mr. Hanson. No. Most of the manufacturers simply use the term 
“nolice-type engines” to identify a high-torque engine. 

Mr. Fenton. What do you mean by cable raceways? 

Mr. Hanson. In cars where they have two-way radios and special 
lights, and so forth, it is necessary to have a conduit for the wir ing to 
go from one end of the car to the other. These are what they c all cable 
raceways. ‘They are built into the car and are quite expensive. In 
fact it is quite expensive to put in the wiring that is needed for police 
equipment. 

Mr. Fenton. You have no idea of the approximate number of those 
special-type cars you need / 

Mr. Hanson. No. 

Mr. Fenton. That is all. 

Mr. Anprews. Mr. James. 


COST OF WORK IN GOVERNMENT AS AGAINST COMMERCIAL GARAGES 


Mr. James. Just a point for clarification. In response to a question 
by the chairman I believe you said that the cost of removing these 
red flasher lights for the purpose of salvaging them would be exces- 
sive and beyond the worth of the salvage job. You mentioned an 
hourly rate of $4.50 to $5 an hour for that type of work. Would that 
be in your own shops or in commercial shops? 

Mr. Hanson. That would be in a commercial shop. That is a com- 
mercial- shop rate of charges across the country on the average. It 
wil] run from a low in some of the Southern States of $4 to a high 
of $6 or $6.50 in some of the northern cities for bodywork, and that 
would be bodywork. I hope I said that it could exceed that. 

Mr. James. Is not that considerably in excess of the going standard 
union wages that are paid for that type of work by the automobile 
manufacturers and those who are in the business of doing this type 
of work regularly, day in and day out? 

Mr. Hanson. Do you mean of the manufacturing plant ? 

Mr. James. Yes. 

Mr. Hanson. The cost in a commercial garage, or in a Govern- 
ment garage, would be considerably in excess of what it would cost to 
have it done in a factory where it is handled by production workers 
who do the same thing as a routine, and when they finish one job they 
step on another one identical. It would be cheaper there. 

Mr. James. I assume your suggested rate of $4.50 to $5 an hour 
would include the labor and the overhead and a profit to the people 
running these commercial shops ? 

Mr. Hanson. Yes. 

Mr. James. Do you know of men in your own organization who 
could do that sort of work ? 

Mr. Hanson. As I pointed out a moment ago, in the Government 
generally, the trend has been to use commercial operations because we 
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have found it is as cheap, or cheaper in some cases, than the Govern- 
ment shops. In some places we still have Government shops because 
it is cheaper in those places to operate them. By the time that you 
figure the amount of investment in the shop, the basic wage, the over- 
head that is necessary in a Government shop the same as in any other, 
and the burdens that are connected with it, such as leave and those 
things, and you compare that against a commercial shop, particularly 
if you take into consideration the taxation of the property if it were 
in private hands, it is often a tossup, or in many cases it is cheaper 
to do it commercially. Ina Government shop, or in most of them, it is 
hard to maintain an even flow of work to consistently keep a crew of 
people busy. 

Mr. James. You would have a great deal of idleness / 

Mr. Hanson. That is a possibility under certain conditions. 


AGENCIES ENGAGED IN POLICE WORK 


Mr. Anprews. Do you not think these cars should be limited to 
agencies that are only engaged in pursuing criminals 

"I see here that the Atomic E nergy Commission has some of these 
cars. What would they need them for? 

Mr. Hanson. They use cars for guard services around the instal- 
lations where they have all the powers and to act as policemen, and 
they are used to convey and protect “hot” shipments moved from one 
plant or location to another. 

Mr. Anprews. Here is the Department of Commerce and the CAA. 
Why do they need them 4 

Mr. Hanson. The CAA uses cars with their equipment at air- 
port. I do not know if they have any of the police engines in them, 
but they use the flasher lights and sirens around airports where they 
have to make themselves known, seen, and heard in order to tr: avel 
safely. They also have police functions in connection with certain 
airport activities. For example, here at the International Airport I 
believe you will find the officers are from the CAA. 


NEED FOR THE PROPOSED AMENDMENT 


Mr. Awnprews. You think that without this language you cannot 
buy these cars in the future? 

Mr. Hanson. We know there are many times when you cannot 
buy them. In fact, probably you could not buy ears today with full 
accoutrement of the items that we have listed. 

Mr. Anprews. Do you think any of them will cost more than the 

$385 that you have listed here ? 

Mr. Dunktr. Since these average prices, it is possible they could 
cost more in given circumstances, depending upon the manufacturer 
and the price of the car. We take bids for a car with the equipment. 
It is possible that the quoted average prices could be exceeded in a 
given case. 

Mr. Gary. What is the present quotation on cars ? 

Mr. Hanson. Standard cars ? 

Mr. Gary. Yes. 

Mr. Hanson. For a standard 6-cylinder car, $1,350. 
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Mr. Gary. Then you will have a leeway of $150? 

Mr. Hanson. Yes, up to a pomt—— 

Mr. Gary. You can go up to $1,500? 

Mr. DunxteE. Yes. 

Mr. Hanson. Apparently we will need most of that leeway to meet 
ordinary requirements. For example, suppose that we are buying a 
car’ for an agency, who under the justifiable options, can and does 
justify a heavy- duty battery, nylon tires, and some of the other things, 
that will run the price up. We have considered those things as prop- 
erly belonging under the limitation, figuring we could always cover 
them. But the other items are special to police-type operations, and 
we felt there was not a reasonable chance of always being able to 
purchase them under the ceiling price. 


NUMBER OF BIDDERS 


Mr. Fenton. You only handle two types of cars as I understand 
from the last hearings. In other words, you only receive two bids, 
from Ford and Chevrolet? 

Mr. Hanson. Yes, generally. 

Mr. Fenton. And theirs is the extra equipment that you are going 
to have to put on those cars? 

Mr. Hanson. Yes, we propose to generally buy equipment from 
the manufacturers which meets specifications. 

Mr. Gary. You told us when you were here before that you were 
getting bids from only two companies. 

Mr. Hanson. Primarily Ford and Chevrolet bids. Nash bids occa- 
sionally, Plymouth infrequently. 

Mr. Anprews. Since we raised the limitation have you received any 
bids from any other companies ? 

Mr. Hanson. The limitation just went into effect the 1st of July, 
and we have not opened any bids since then. 

Mr. Dunxte. We do not expect there will generally be any further 
bidders. On through our history of buying cars there has been very 
strong competition, and we have frequently bought below the ceiling 
in prior years, depending upon market conditions. Last year, as T 
think we brought out in our previous disc ussion, there was quite a 
jump in the price of cars because of the 1957 models. That is what 
brought about the circumstance that required our asking for an in- 
creased ceiling. 

Mr. Gary. You have not had any bids from Plymouth? 

Mr. Dunxte. No, sir. 

Mr. Anprews. They have not called for any bids since the new limi- 
tation went into effect. 

Mr. Gary. My recollection is when you were up here before you 
thought you would get some bids from Plymouth and some of the 
other companies if the price was raised ; is that not correct ? 

Mr. Fenton. As I recall, the bids that you were getting were nearly 
at the full amount of the limitation. 

Mr. Dunxtr. They were right at the amount. We do not expect 
that these amounts will be jumped immediately up to the higher ceiling. 
We do feel over a period of a year’s time it is possible with the new 
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models coming out we will not be able to meet the agencies’ require- 
ments. Ac tually, I think in many of the past cases Plymouth has bid 
below the ceiling, but the others were bidding considerably below them, 
and in advertised ¢ ompetition Plymouth was not successful in securing 
the award and felt they could not meet the prices, so they elected not 
to bid. 

Mr. Anprews. You do not think raising the limitation to $1,500 
will attract them as bidders? 

Mr. Dunxte. No, sir; because the limitation on their participation 
has been their inability to meet the Ford and Chevrolet competitive 
prices. 

DISPOSAL OF USED CARS 


Mr. Fenton. How about your used cars? Are you disposing of 
those pretty well? 

Mr. Hanson. Yes. Our new system of disposal of the used cars 
is working out very well, and it has increased our returns consider- 
ably. We are scattering disposals throughout the country so as 
not to create any problem i in the used-car market. I think I'can say 
we are happy with the results and everyone else is happy. 

Mr. Fenton. The amount of money that you get from the sale of 
used cars reverts to the Treasury, does it not, or do you apply it to the 
purchase of new cars? 

Mr. Hanson. In most cases it is applied against the purchase of the 
new car. Let me clear a point that I think is bothering you. If you 
apply $300 from the sale of a used car against a purchase of a new car, 
that does not raise the ceiling price but merely reduces the cash outlay. 
In other words, in place of putting the money back into the Treasury 
and drawing it out, we keep and use it to pay for the new ones. 

Mr. Fenton. It is that much less money that we have to appro- 
priate ? 

Mr. Hanson. Yes. Since the last time we were up here and told 
you we were going into the new system of disposal, we have raised our 
returns by about 8 or 9 percent of the original price. 

Mr. James. What do you suppose is the average mileage on these 

‘ars that you dispose of? 

Mr. Hanson. 70,000 to 150,000 miles. 

Mr. James. There is not much car left ? 

Mr. Hanson. Not a great deal. 

Mr. James. What would people buy them for? 

Mr. Hanson. You have several levels in the used-car market. They 
are bought by some people who cannot afford anything else but that 
type of car, or by people who junk them for the fenders, bedy, parts, 
and so forth. It’s natural that all can automatically hit a level in the 
used-car market according to age, mileage, and condition. 

Mr. Fenton. What is the average amount of money that the Goy- 
ernment receives for a used car? 

Mr. Hanson. The average car is over 6 vears old and it has traveled 
over 70,000 miles and the Government is getting between $250 and 
$300 for it. 

Mr. Anprews. Thank you, gentlemen, very much. 

The committee will now stand adjourned. 
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SUBCOMMITTEE ON TREASURY-POST OFFICE DEPARTMENTS 
APPROPRIATIONS 


J. VAUGHAN GARY, Virginia, Chairman 


OTTO E. PASSMAN, Louisiana GORDON CANFIELD, New Jersey 
ALFRED D. SIEMINSKI, New Jersey EARL WILSON, Indiana 
TOM STEED, Oklahoma BENJAMIN F. JAMES, Pennsylvania 


Tuespay, Juty 16, 1957. 
TREASURY DEPARTMENT 
Coast GuARD 
WITNESSES 


VICE ADM. ALFRED C. RICHMOND, COMMANDANT 
DAVID W. KENDALL, ASSISTANT SECRETARY, TREASURY DEPART- 
MENT 
ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


Mr. Gary. The committee will come to order. 

The committee has been called together this afternoon to consider a 
request for a supplemental appropriation appearing in House Docu- 
ment No. 198 at page 7. The request is for an additional $8,100,000 
for the Coast Guard for acquisition, construction, and improvements to 
remain available until expended. 

The paragraph referred to will be made a part of the record at this 
point. 

(The document referred to is as follows :) 


TREASURY DEPARTMENT 
Coast GUARD 
ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


“For an additional amount for ‘Acquisition, construction, and im- 
provements,’ $8,100,000, to remain available until expended.” 

The 1958 budget included funds for the initial increment of a 
replacement program for overage aircraft. The House Committee on 
Appropriations, in its report of February 15, 1957, deleted this item 
with the statement that resubmission would be in order after receipt 
and consideration of a study of Coast Guard aircraft which was re- 
quested in House Report No. 1743, 84th Congress. The report was 
transmitted to the Committee on February 26, 1957, and has been 
under consideration. Reconsideration of this request for funds, here- 
tofore urged by the Treasury before the Senate subcommittee, is now 
in order, and is necessary so that funds may be provided to go forward 
with a sound replacement program as contemplated by the original 
budget. 





179 
JUSTIFICATION OF THE ESTIMATE 


Mr. Gary. We will also insert at this point in the record the justi- 
fications submitted by the Coast Guard for this item. 
(The material referred to follows :) 


Coast GUARD 


ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


“For an additional amount for ‘Acquisition, construction, and improvement,’ 
$8,100,000 to remain available until expended.” 


Schedule of supplemental appropriations and revised estimates 





1. Present appropriation or estimate__......-..--.--.------------ $7, 795, 000 
2. Additional” mnéunw ‘avaelinble: o.oo na ae 4, 180, 000 
3. Total’ Gams’ avetinbiés.. 2. occ cedars. 11, 975, 000 
4, Total estimated obligations@iitic 22cee ee e 20, 075, 000 
S. Eaee total .cuiowst available... 1... use a ca ees 11, 975, 000 
6. Estimated supplemental required__...___.----._---------~ 8, 100, 000 
7. Date needed: For obligation, July 1, 1957; for expenditure, 
July 1, 1958. : 
8. 


Estimated expenditures from supplemental : In budget Revised 
In current fiscal year 
ING SEIT TOI os incepcsciarcnicieisinin nipple ip angina 
After next fiscal year 


CGE nds cibdiea iden eee Oe paste 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 


The aircraft to be procured in 1958 constitute the first step of a long-range 
program to provide the Coast Guard with the equipment necessary to carry out 
its statutory responsibilities. 


2. Method of determining amount 


The unit costs of aircraft are based upon Air Force and Navy contract ex- 
perience. 


8. Reason additional funds are required 


Funds for the procurement of major aircraft types were deleted by the House 
from the 1958 acquisition, construction, and improvements appropriation estimate 
pending the receipt of a report on the Coast Guard aircraft situation. In its re- 
port on this bill, the House committee stated: “After the report requested has 
been received and considered, it would be in order for the Coast Guard to re- 
submit its estimate, through proper channels, and with adequate supporting de- 
tail.” A comprehensive study of Coast Guard operational requirements has 
been completed and the report was forwarded to the House on February 26, 1957. 


4. Explanation of language 
No substantiive change in appropriation language is required. 
5. Justification 


Consistent with the report to the Congress on our long-range aircraft pro- 
gram, $8,100,000 additional is required to implement the first phase of this pro- 
gram, which calls for the replacement of certain overage aircraft. The total to 
be applied for this first phase will be $12,798,000, of which $4,698,000 is already 
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available, or in the present bill pending before Congress. The proposed 1958 
program is as follows: 


A. Aircraft replacement program for 1958: 
2. Procure: B.GiBO0 air iii tei ao tiesrbineeceerere $9, 000, 000 
These turboprop long-range land planes will re- 
place 3 PB-1G aircraft which are overage and have 
reached a condition where they are uneconomical 
to maintain and overhaul. These obsolete aircraft 
are no longer in use by other military services and 
orders for overhauls must be placed with commercial 
eoncerns at prohibitive cost due to need for retooling 
and custom parts manufacture. 
Condition 6 UF aircraft received from Air Force____--- 1, 500, 000 
While these medium-range amphibious craft will be 
received from the Air Force at no cost, they require cer- 
tain modernization, modification, and spare parts to 
adapt them to Coast Guard needs. They will replace 
2 PB-1G and 4 PBM overage aircraft. In addition, the 
procurement of these replacement UF’s will help reduce 
the types of aircraft operated, reduce parts problems, 
and result in more effective management. 
3. iProctre T rotary-wing aireratt........stinissc.cedsnencn 
5 HUS and 2 HUL helicopters are required to replace 
5 HOSS helicopters and 2 OY aircraft which are or will 
be overage in 1958. 
fh; ‘PGI RPRCI VG COG oa a i en 13, 000 
Administrative travel, supplies, and personnel are 
required to carry out the program. 


i) 


2, 285, 000 


TEI a NED UTNE ees vikenin siaarasitentameoegh Ms AOL HE: _ 12, 798, 000 
B. Funds available for application to aircraft procurement__.___._-_._ 4, 698, 000 
Renegotiation of prior year aircraft procurement con- 
tracts has resulted in savings of $900,000 and orders for 
P5M aircraft totaling $3,280,000 for which funds were 
appropriated in 1957 have been canceled because of excessive 
price increases. These funds have been placed in a reserve 
for contingencies to be applied toward the long-range air- 
craft replacement program. These amounts, plus $518,000 
which is presently in the 1958 estimates, constitute the 
$4,698,000 which will be available for application to the 
total requirement. 
CO,’ BEOBaL Fulda Fequesrede ne a ees 8, 100, 000 





Mr. Gary. This committee deleted from the regular appropriation 
bill $8,205,000 for Coast Guard acquisition, construction, and improve- 
ments for the fiscal year 1958. In the report of the committee pub- 
lished as House Document No. 68 the reason for this deletion is set 
forth, as follows: 


Acquisition, construction, and improvements 





Meron ete. 25 un nae Sa a ee ee $7, 400, 000 
UII CN ha ae ee aa 16, 000, 000 
IIE iy TO CRE noe eee mers eeccrurabniniecngae 8, 205, 000 

Becommended in. the bill for 1968.............~... 4.44 <csios 7, 795, 000 
Oe NINE RUE RN interes aces mee nctaleciimenne nt de cipeainrin Obacard +395, 000 
Increase for retirement fund contribution______-___----__------~- 11, 800 

Comuatative change from 1007 126055065 sc ccs nn cc ccnwe +383, 200 


In recommending an appropriation of $7,795,000, an increase of $395,000 over 
the appropriation for 1957, the committee is specifically eliminating one item 
of $8,205,000 estimated for the procurement of long-range land based aircraft. 


| 
i 
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In its report last year (H. Rept. No. 1743, 84th Cong.) the committee requested 
a study of and report on the Coast Guard aircraft situation. This request 
was the culmination of several years of fruitless inquiry as to when the admin- 
istration would complete its study of the aircraft replacement program, which 
program, initiated at the insistence of the committee, had been deferred “pend- 
ing study” in the revision of the 1954 budget estimates. To date, the report 
has not been received, although it was testified that the study itself is com- 
plete. Lacking basis for adequate consideration, the item has been deleted. 
After the report requested has been received and considered, it would be in 
order for the Coast Guard to resubmit its estimate, through proper channels; 
and with adequate supporting detail. 

The report on the airplane study referred to has since been received 
by the committee. It recommends for the first year the amount re- 
quested today for the supplemental. In considering this request, since 
the request is merely for replacements for the year 1958, the com- 
mittee will not at this time go into a consideration of the entire report. 
We will take up the report next year in connection with the regular 
appropriation for the Coast Guard. TI hope, Admiral Richmond, that 
you will be prepared to explain the report in detail at that time. 

However, today we will simply consider this item for 1958 and we 
will be very glad to hear from you at this time. 


GENERAL STATEMENT 


Admiral Ricumonp. Thank you, Mr. Chairman. 

This “Acquisition, construction, and improvements” appropriation 
supplemental for 1958 in the amount of $8,100,000 provides funds for 
continuing the program of aircraft replacement with which this com- 
mittee during recent years has been so closely concerned. 


BACKGROUND 


House Report No. 1743, 84th Congress, 2d session, accompanying 
the bill making appropriations for the Treasury Department (in- 
cluding the Coast Guard) for fiscal year 1957, directed the Secretary 
and the Commandant to cause a complete reevaluation of all Coast 
Guard aviation activities and to present to the committee their con- 
clusions as to the kinds of activities requiring aircraft, the types and 
numbers of aircraft required, and a program for financing the procure- 
ment and eventual replacement of such aircraft as would prove de- 
sirable. 

Consequently, I convened a special board of officers to undertake a 
complete and comprehensive reevaluation of .Coast Guard aviation. 
This board met regularly over an 8-month period. The report of 
the board formed the basis of a joint report by the Secretary and the 
Commandant which was submitted to this committee on February 
26, 1957. 

In the meanwhile, during the review of our 1958 budget request and 

rior to its receipt of the joint report, the committee specifically de- 
eted from the “Acquisition, construction, and improvements” esti- 
mates funds for the replacement of certain long-range aircraft pend- 
ing the receipt of the report. - The committee stated that “it would 
be in order for the Coast Guard to resubmit its estimate, through 
proper channels, and with adequate supporting detail.” 
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REPLACEMENT PROGRAM FOR 1958 


The report of the study group made it evident that the most critical 
problem with which we are now faced is the replacement of overage 
and obsolescent aircraft; and the joint report concentrates on this 
problem during the first 2 years of the proposed program. For 1958, 
we are requesting supplemental funds only to replace aircraft that 
are overage and will soon have to be placed out of service. Unless 
timely replacements for these aircraft are obtained, a serious cutback 
in our operations must be made. 

On this basis it is proposed in 1958 to procure:14 aircraft to replace 
others that are now or will be overage and 2 more to replace heli- 
copters recently lost in operational crashes. Ten of these aircraft 
will be purchased from commercial manufacturers and six will be 
obtained at no charge from the Air Force. The aircraft to be 

urchased include 3 C—130 turbo-prop long-range aircraft to replace 
World War II Flying Fortresses, or PB-1G’s, and 7 are helicopters. 
The six aircraft to be obtained from the Air Force are medium- 
range amphibious types and will replace 2 more PB-1G’s and 4 old 
PBM seaplanes. These aircraft are now in storage and will cost 
about $250,000 apiece to activiate and modernize. In this first year 
of the replacement program, some reduction in the number of air- 
craft types in operation will be realized, thus effecting better overall 
management. 

PROPOSED FUNDING 


The total cost of the replacement program for 1958 will be $12,798,- 
000. Of this total requirement, $518,000 is included in the 1958 
Treasury and Post Office Appropriation Act, Public Law 85-37, for 
the procurement of helicopters. Also, renegotiation of prior year 
aircraft contracts has resulted in savings of $900,000. There is avail- 
able an additional $3,280,000 originally appropriated for P5M air- 
craft for which orders were canceled looms of excessive price in- 
creases. Thus, there is presently available for the 1958 program a 
total of $4,698,000. This request is for the remaining $8,100,000 
needed. 


NEED FOR DEFINITE AIRCRAFT REPLACEMENT PROGRAM 


Mr. Gary. Admiral, this committee has tried for a long time, as 
you know, to get a definite program of aircraft replacement for the 
Coast Guard. We desire to keep the Coast Guard equipment, par- 
ticularly their planes, up to date and safe for the use of the men in 
the service. In addition, we want a program under which the re- 
placements will be accomplished gradually, replacing a certain num- 
ber each year so that the appropriations will not fluctuate too much 
by having to replace a large number of planes 1 year because you 
did not replace any the previous year or years. 

I am delighted that the study has been completed, and without 
passing judgment on it at this time, because frankly I have not had the 
opportunity to go into it as closely as I would like. It does present to 
the committee the basis for an intelligent program which I hope we 
can map out when the regular appropriation bill comes before this 
committee next vear. 
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Since there are no additional planes requested for the fiscal year 
1958, and we are merely asked to replace planes that need to be re- 
placed, we will take up this item and dispose of it. Next year we will 
consider the whole program. 

We do now have the basis for a real program for airplane replace- 
ment for the Coast Guard. I know that Mr. Kendall has been work- 
ing on this, and I say to him that we are very happy that this part of 
the task has been completed. 


EFFECT OF EXPENDITURE REDUCTION LETTER 


There is one thing I would like to inquire about. You gentlemen 
have probably heard and read in the paper, about the letter that was 
written to the heads of Departments by Mr. Percival Brundage, the 
Director of the Budget, on June 28. In that letter he stated that the 
President had requested the Departments be held down to their 1957 
expenditures where possible. I would like to know whether that let- 
ter has any effect on this appropriation ? 

Mr. Kenpaui. No, I do not think that it does at all. 

In the first place, as you yourself stated, this aircraft item is one 
in which the Treasury is peculiarly interested, because we have real- 
ized, along with the committee, for a long time, the high necessity of, 
in the first place, replacing the overage aircraft; in the second place, 
providing for such replacements in the long-range view, in the plan 
which you have before you and which we w ill go ‘into next time when 
the discussions of the 1958-59 budget are taken up next winter. As 
far as this particular item is concerned, the Treasury would, if it is 
included in your bill, certainly see to it that this money would be ex- 
pended upon the aircraft w hich are so sorely needed and which we 
have been just as anxious to get replaced as anybody. There is just 
no question about that. 

Mr. Gary. I should think it would not be affected by the latter 
because, although the appropriation last year for this item was only 
$7.4 million, the expenditures ran, I think, in 1957 to around $12 
million. 

This appropriation, even with the amount that is already appropri- 
ated, will give us expenditures less than those of last year. Your 
expenditures for this item would still be below 1957. 

Mr. Kenpaut. That is right and we just do not consider it being 
within the purview of the budget letter. I will assure you that we are 
looking for savings all throughout the entire Treasury, but this money 
we consider as being highly essential. 

Mr. Gary. I feel so, too. On the other hand, we would not want 
to appropriate money that is not going to be spent. 
ne There will be no question of that on this item for air- 
craft. 

Mr. CanrieLp. Mr. Kendall and Admiral, like Chairman Gary, I 
am glad to note this request before us today because I have been one 
of those critical of the Treasury in its Coast Guard aviation program. 
I do not suppose it is necessary for me to repeat the experience that 
I had in Bermuda last year when I saw some overage and obviously 
dangerous Coast Guard planes that caused me no little discomfort 
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and, in fact, some degree of consternation. It is my understanding 
that. such planes are no longer being used by the Coast Guard in 
Bermuda or, I hope, anywhere else. Is that a fact? 

Mr. Kenpatt. Yes. We are not using planes that are dangerous. 

Mr. Canrrecp. Planes that were labeled defective in Bermuda are 
no longer being used ? 

Mr. Kenpatu. They are not, and they were not at the time we dis- 
cussed it with you before, Mr. Congressman. 

Mr. Canrrecp. The Congress did something this year with refer- 
ence to Coast Guard appropriations that it has not ‘done for a long 
time. It was concerned in effecting the provisions of the 1958 bill to 
make certain that any cuts imposed administratively by the Treasury 
Department would in no way prejudice the funds appropriated by 
Congress for the activities of the Coast Guard. Iam sure nothing has 
been done to date that would in any sense violate that directive of the 
Congress. 

Mr. Kenpatt. No, of course not. 

Mr. Canrrevp. Like the Chairman, too, I am inclined to believe 
that the letter sent to the various departments by the Director of the 
Budget, Mr. Brundage, will in no way prejudice those programs be- 
cause, after all, it was Mr. Brundage who sent the Treasury request to 
the Congress. 

REPLACEMENT AIRCRAFT 


Do I understand, Admiral, that this item we are considering today 
involves only a replacement of 14 aircraft and no new aircraft? 

Admiral Ricumonp. No additional aircraft. New replacement air- 
craft but no new additional aircraft. That may be a fine distinction 
of words, but these are planes to replace old, overage planes, or crash 
losses that we have had over the last few years. As a matter of fact, 
that will be true for next year’s program as well. There will still 
be replacements. 

Mr. Gary. You are not replacing them with the same kind of 
planes, but you are replacing old aircraft. That is the distinction 
you are trying to point out? 

Admiral Ricumonp. Yes. 

Mr. Canrtetp. Two helicopters were lost in operational crashes? 

Admiral Ricuaonp. We had crashes from time to time. I will 
have to put in the record exactly where the crashes were. 

(The following additional information was supplied later :) 


One crash occurred in Salem, Mass., and the other in Miami, Fla. 


Mr. CanFievb. Did they involve loss of life or injury 
Admiral Rrcumonp. I think there were some injuries, but I do not 
think there was any loss of life. 


EFFORTS OF COAST GUARD DURING HURRICANE AUDREY 


Mr. CANnFieLD. While we are here reviewing this aviation subject, 
Admiral, I want to commend you and your service for what the Coast 
Guard did in the Audrey hurricane operation in Louisiana and that 
general area of the United States not long ago. Along that line, I 
have heard my good friend and colleague, Mr. Passman, exalt the 
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Coast Guard for its contribution to the saving of lives and protecting 
property. 

I do not think I have anything more, Mr. Chairman. 

Mr. Passman. Mr. Chairman, in connection with what my distin- 
guished friend and colleague, Mr. Canfield, has just said with respect 
to hurricane Audrey, which struck areas of the State of Louisiana 
with devastating fury, I want to pay tribute to the Coast Guard for 
its efforts on behalf of the people of Louisiana. I am sure that prior 
to this unusual service performed by the Coast Guard, the people of 
the area involved held high regard for the Coast Guard, but now have 
even a more profound respect. The Coast Guard per formed a mag- 
nificent piece of rescue in the wake of the hurricane. Many of your 
Coast Guard men worked for lengthy periods without food, water or 
rest, assisting the people affected by this terrible catastrophe. I am 

confident that I speak for every Louisianian when I express my sin- 
cere appreciation to the members of the Coast Guard for their out- 
standing work in saving lives, aiding the injured, and taking food, 
supplies and medicine to our suffering people. 

Mr. Canfield handed to me yesterday a report which gave a brief 
résumé of some of the work of the Coast Guard during the rescue 
operation and, with your permission, I should like to insert this in- 
formation in the Congressional Record, so that others may know how 
much we appreciate what the Coast Guard did for us and so they will 
gain a better understanding of the functions of the Coast Guard, not 
only i in time of war but in time of peace. 

Mr. Gary. I want to commend the Coast Guard, too, for several 
very effective rescue missions that they have recently handled so well. 
You have made a great record and have been most successful in saving 
lives on the ocean. I have read of the rescues with a great deal of 
pride and pleasure. 

Admiral Rrcumonp. Thank you, sir. 

Mr. Gary. I commend the Coast Guard for its efficiency. 

Admiral Ricumonp. We appreciate the remarks of all of the mem- 
bers of the committee and Mr. Passman’s putting into the Congres- 
sional! Record a record of what our boys did do in the Louisiana area 
at the time of hurricane Audrey. 

Mr. Passman. I might state, Mr. Chairman, that taking just one 
excerpt from these factual statistics, one pilot. and his one-man crew 
of one of the helicopters spent 13 hours i in the air on Friday, June 28. 

Mr. Gary. Admiral, who was in charge of the search and rescue 
work in connection with hurricane Audrey ? 

Admiral Ricamonp. Comdr. James N. Schrader, whom the com- 
mittee knows since he flew us on several inspection trips. He was in 
charge of the search and rescue work in the 8th district. 

Mr. Gary. It was under his supervision ? 

Admiral Ricumonp. It was under his supervision. 

Mr. Passman. That makes me appreciate even more, knowing this 
fine Coast Guard officer. 

Mr. Gary. Thank you, gentlemen. 

Admiral Ricumonp. Thank you, Mr. Chairman and members of 
the committee. 

Mr. Gary. The committee will be adjourned. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE AND JUSTICE AND 
THE JUDICIARY AND RELATED AGENCIES APPROPRIATIONS 


JOHN J. ROONEY, New York, Chairman 
PRINCE H. PRESTON, Georgia FREDERICK R. COUDERT, Jr., New York 
ROBERT L. F. SIKES, Florida FRANK T. BOW, Ohio 
DON MAGNUSON, Washington CLIFF CLEVENGER, Ohio 


Monpay, Jury 8, 1957. 
THE JUDICIARY 
WITNESSES 


WILLIAM L. ELLIS, ASSISTANT DIRECTOR, ADMINISTRATIVE OF- 
FICE OF THE UNITED STATES COURTS (ACTING DIRECTOR) 

EDWIN L. COVEY, CHIEF, DIVISION OF BANKRUPTCY 

JOHN C. BROWN, BUDGET AND ACCOUNTING OFFICER 


Mr. Roonry. The committee will please come to order. 

Beginning this afternoon we shall consider a number of requests 
for supplemental appropriations for the judiciary and the Depart- 
ment of State. 

SALARIES OF REFEREES 


The first item with which we shall concern ourselves is a request in 
the amount of $11,500 additional contained in House Document No. 
198 at page 5 thereof. It is there indicated that these additional funds 
are requested in order to meet the additional costs anticipated as the 
result of an upward trend in the number of bankruptcy cases. 

Mr. Ellis, do you have a statement with reference to this request ? 

Mr. Exus. Mr. Chairman, I brought along Mr. Brown, our budget 
and accounting officer, and Mr. Covey, Chief of the Division of Bank- 
ruptcy, and if I may I would like to defer to them to make the state- 
ment because, being new in the office in the last few days, IT am not yet 
in a position to give the committee the information which you wish. 

Mr. Rooney. Very well. We shall at this point in the record in- 
sert pages 1, 2, and 3 of the justifications with regard to this request 
in connection with salaries of referees. 

(The material referred to is as follows :) 


SALARIES OF REFEREES, UNITED STATES Courts, 1958 


Salaries of referees: For an additional amount for “Salaries of referees,” 
$11,500 to be derived from the referees’ salary fund established in pursuance of 
the act of June 28, 1946, as amended (11 U.S. C. 68). 


District Courts, Request $11,500 


Salaries of referees, United States Courts, 1958 (indefinite appropriation, 
special account) 


ran ET UIUC ET OO 


ae: ee * $1, 699, 000 
Revised estimate for 1958_-- 


all gttip Rioe are neh eee 1, 710, 500 


pene SI MBBOOO 3 22 ke eee ce ee 11, 500 
1 See p. 50 of budget for 1958. 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional amount of $11,500 is requested for the fiscal year 1958. This 
amount is composed of the following items: 
Cost of salary increases for referees authorized by the Judicial Confer- 
ence of the United States at the March 1957 meeting_____-___--_-_---_~ $11, 500 
"Total atebit Regenesis Le 11, 500 


Because of the rising volume of cases in two districts where part-time referee 
positions are provided, the Judicial Conference of the United States at its March 
1957 meeting authorized a change in two positions from a part-time to a full-time 
basis. In each instance the salary of the referee was increased from $7,500 a 
year on a part-time basis to $12,500 a year on a full-time basis. The Conference 
also increased the salary of one part-time referee, from $2,500 a year to $4,000 a 
year in order to provide more adequate compensation for the increased duties of 
the referee resulting from a rising volume of bankruptcy business. All of these 
increases which total $11,500 a year were made effective July 1, 1957, subject to 
the procurement of the necessary supplemental appropriation. The annual appro- 
priation estimates for 1958 did not provide funds to cover these salary increases 
because they were not approved by the Judicial Conference until after the esti- 
mates for 1958 were submitted to the Congress. Lapses in the appropriation are 
negligible and the increased cost cannot be absorbed. 

The supplemental funds requested in this estimate should be made available out 
of the referees’ salary fund, which is composed entirely of payments by parties to 
bankruptcy litigation for the services of the bankruptcy court. The added cost 


will be well within the receipts into the referees’ salary fund in the current fiscal 
year. 


Mr. Rooney. Mr. Coyey, Mr. Brown, which one of you will now 
pre ceed ( 
Mr. Brown. Mr. Covey. 


GENERAL STATEMENT 


Mr. Covey. This is an increase of 1 1,500 as a result of action taken 
by the Judicial Conference at its March meeting. Two part-time posi- 
tions were made full time, and one increase in a part-time position 
was authorized effective July 1, 1957. The total of these increases is 
a S1 L500. 

Mr. Rooney. Where were the changes made ? 

Mr. Covey. The 2 positions that were made full time were located, 
1 at Chattanooga and 1 at Charleston, W. Va. The part-time increase 
was for the referee at Decatur , Ala. 

Mr, Rooney. And the amounts of such increases ? 

Mr. Covey. The first 2 increases were from $7,500 each, the previous 
part-time salary, to a full-time salary of $12,500 a year each. The 
other increases was from $2,500 a year to $4,000 a year. 

Mr. Rooney. What was the change in volume of work which 
prompted these increases ? 

Mr. Covey. The volume of work for some considerable time in Chat- 
tanooga in Charleston has been too heavy for a part-time referee. 
It so happened that the terms of those two referees expired on June 
30, 1957, and at that time we made a survey of those positions and 
recommended to the Judicial Conference that they be changed from 
part time to full time. The work there is relatively heavy. Neither 
position is a maximum full-time position, 
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WORKLOAD DATA IN CHARLESTON 


Mr. Roonry. Can you give us a comparison with reference to the 
present workload at those locations, as compared with the past work- 
load ? 

Mr. Covey. Yes, sir. I have a comparison here for the referee 
at Charleston, W. Va., on the basis of 11 months of the fiscal year 1956 
compared to the first 11 months of the fiscal year 1957. 

Mr. Roonry. What does that indicate ? 

Mr. Covey. That indicates in these 11 months in that district a de- 
cline from 546 to 507 cases. That is still a justifiable volume for a 
full-time position, and we have been trying to get this position and 
the Chattanooga position on a full-time basis for some considerable 
time. Neither referee wanted to go ona full-time basis, but when their 
terms expired we recommended, and the judges of those districts and 
the Judicial Conference approved, those changes. That is in line 
with the general philosophy of the Bankruptcy Act that, wherever 
possible, full-time positions be provided. We should have had both 
of those positions on a full-time basis some time ago. 


NECESSITY FOR A SUPPLEMENTAL BUDGET ESTIMATE 


Mr. Rooney. Why would this request not be properly the subject 
of a regular bill? What is there about this that would bring it in the 
realm of a supplemental bill ? 

Mr. Covey. Nothing was included in the regular appropriation bill 
for this change because the Judicial Conference had not acted, and, 
until the Judicial Conference approved the changes, we were not in 
a position to ask for the appropriation. 


WORKLOAD DATA IN CHATTANOOGA 


Mr. Rooney. What about the situation in Chattanooga ? 

Mr. Covey. In Chattanooga the figures show a volume in 1956 of 
686 cases. That district is served by 2 referees, and that district— 
that is, the eastern district of Tennessee—produced 1,170 cases in 11 
months of this year. The larger proportion of the volume—686 cases 
in 1956—went to the Chattanooga office. I can give you that propor- 
tion. Out of the total of 1,193 cases, 686 went to the Chattanooga 
office. 

Mr. Roonry. And what is the comparative figure ? 

Mr. Covey. I do not have those totaled for 1957, by referees. I 
have the comparative figures on the district. The district had an in- 
crease of 8 percent. There, again, as I said before, those two posi- 
tions have been ready for full-time service for quite some time, but 
we were not able to make those changes until the referees’ terms ex- 
pired. 

Mr. Rooney. Now that the term of these referees at those locations 
has expired, what, is the situation with reference to the handling of 
bankruptcy cases? 

Mr. Covey. In those districts? 


| 
| 
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EFFECT OF DISAPPROVAL OF BUDGET REQUEST 


Mr. Roonry. Yes. Let me put it this way. If the committee were 
to feel this was properly the subject of a regular supply bill rather 
than a supplemental, what would be the consequence of deferring 
this until next year? 

Mr. Covey. The men would not get their salary, and they have been 
working full time since their appointment the 1st of July. 

Mr. Rooney. They have been appointed. 

Mr. Covey. Both men were reappointed to full-time positions, both 
referees, and the Judicial Conference made these changes effective 
July 1 subject to the procurement of the appropriation. 

Mr. Preston. Off the record. 

( Discussion off the record. ) 

Mr. Covey. I might say under the Bankruptey Act (11 U.S. C. 68 
(a) (b)), the authority to change those positions and fix the salaries 
is placed in the Judicial Conference. 

Mr. Rooney. The Judicial Conference should do things in a more 
businesslike way. 

Mr. Covey. The Judicial Conference meets twice a year, once in the 
spring, usually in March, and in September. When situations come 
along like in these cases when the refereés’ terms expired on June 30, 
that is the time to make a resurvey and realinement of the positions. 
That is in accordance with the act. 

Mr. Preston. They may have the authority, but they do not have 
the money, Mr. Covey. 

( Discussion off the record.) 

Mr. Rooney. We have gotten to the point where the bankruptcy 
division comes up here for money, not once a year or twice a year, but 
3 or 4 times a year. 

Mr. Covey. I cannot keep up with the work until I have the money 
to handle it. The situation is developing so fast I cannot keep ahead 
of it. We came in witha oT eng for the fiseal year 1957. Our 
request was submitted in January, and although we had an increase 
of 11,000 cases in 11 months over the year before we did not get the 
money to take care of that until the 21st of June. 

Mr. Rooney. That is a quorum call. We shall now answer our 
names and return. 

(Short recess. ) 

Mr. Rooney. The committee will now resume its sitting. 


INCREASE FOR PART-TIME REFEREE POSITION 


I should like to inquire with regard to this increase in salary for 
one part-time referee, from $2,500 to $4,000. 

Mr. Covey. That position was not increased at the time of the 
general increase when the salaries were raised to the new ceilings. 
The man that was there was not entirely satisfactory and the judges 
of that district recommended no increase until they could make a 
change. They made the change. 

Mr. Rooney. Where was this? 

Mr. Covey. At Decatur, Ala. They made the change and then 
recommended the increase which we recommended to the Judicial Con- 
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ference, an increase from $2,500 to $4,000 a year. That was one of the 
few positions in which no change was made at the time of the general 
inerease. 

WORKLOAD DATA AT DECATUR 


Mr. Roonrey. What is the situation in regard to the bankruptcy 
caseload at Decatur, Ala. ? 

Mr. Covey. The caseload in Decatur, Ala., in 1956 was 99 cases. In 
the 6-month period ending December 31 there were 50 cases. 

Mr. Rooney. So it is substantially the same? 

Mr. Covey. Substantially the same, that is correct. 

Mr. Cievencer. How far would these people have to go if this office 
was closed in Decatur ? 

Mr. Cover. The office in Alabama ? 

Mr. Cievencer. Yes. Maybe they do not need one there if they 
have one within a reasonable distance. 

Mr. Covey. There are three cities 

Mr. Exxts. Florence, Sheffield, and Tuscumbia ? 

Mr. Covey. Florence, Decatur, and Huntsville, I believe. The near- 
est referee would be at Birmingham, and that would be, from those 
cities, perhaps 100 miles. But we have had a referee at Decatur since 
the salary system was started in 1947, and he holds court in those three 
towns. 

Mr. Cievencer. They want to raise the salary to $12,500% 

Mr. Covey. No. The increase there is from $2,500 to $4,000. 

Mr. Roonry. This isa part-time referee. 

Mr. Covey. It isa part-time position. 

Mr. Crevencer. That is all. 

Mr. Rooney. One further question on this: Of course this money 
is not directly appropriated out of the Treasury. This would come 
out of the referees’ salary fund. Isthat correct ? 

Mr. Covey. That is correct. 





Expenses or REFEREES 


Mr. Rooney. The next item is entitled “Expenses of referees” and 
is in the amount of $172,000. This request is also contained on page 5 
of House Document No. 198. 

We shall at this point in the record insert pages 4, 5, 6, 7, 8, 9, and 
10 of the justifications. 

(The material referred to is as follows :) 


EXPENSES OF REFEREES, UNITED STATES Courts, 1958 


Expenses of referees: For an additional amount for expenses of referees, 
$172,000, to be derived from the referees’ expense fund established in pursuance 
of the act of June 28, 1946, as amended (11 U.S. C. 68 (c) (4)). 


Districr Courts, REquEsT: $172,000 


Expenses of referees, United States courts, 1958 (indefinite appropriation, 
special account) 


Tnemied in padeet fo Wate hk ae chance, ee OO 
TUITE, RUA UUNTRIN O  a h ehcemn niece ag 2, 199, 700 
mews estimate Tor 158__-_ eee, es os 2, 371, T00 
Additional amount needed________-_-~ SC IS Se Lab tek 172, 000 


1 See p. 50 of budget for 1958. 
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PUBPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is requested that a supplemental amount of $172,000 be authorized for the 
expenses of referees for the fiscal year 1958. This additional sum is necessary 
because of the increase in the number of bankruptcy cases in the courts which it 
is believed will exceed the estimate of 74,000 cases on which the 1958 appropria- 
tion was based by 8,000 cases. It now appears that approximately 82,000 bank- 
ruptey cases will be filed in the district courts in the fiscal year 1958. 

During the first 9 months of the fiscal year 1957 a total of 53,478 cases were filed 
as compared with 45,089 in the corresponding period of 1956. This is a numeri- 
cal increase of 8,389 cases, or 18.6 percent. The average numerical increase per 
month is 932 cases. At this rate of increase 73,270 cases will be filed in 1957, 
whereas the original estimate was 66,000 cases. 

The average daily filings in January 1957 (22 filing days) was 282 cases. 
The average daily filings in February 1957 (19 filing days) was 342 cases. The 
average daily filings in March 1957 (21 filing days) was 363. Flings during the 
month of March, which totaled 7,265, represent an alltime high since the estab- 
lishment of the Administrative Office. They exceeded the previous high of 6,503 
established in February of 1957 by 672, or 11.7 percent. Filings during the March 
1957 quarter totaled 19,965 cases. This was an alitime high exceeding the previ- 
ous high of 17,353 established in the quarter ending December 31, 1956, by 2,612 
eases, or a gain of 15 percent. In the light of these developments it appears cer- 
tain that a volume of approximately 82,000 new cases will be reached in the fiscal 
year 1958. 


The estimate of $172,000 is composed of the following items: 


<TR } RCD ni ssc ites cc th nas eA perenne $130, 000 
re cana ances msaerenaie dened 6, 000 
04 Communication services Sitideteiihdiaclacea inl tart tis Neale eS i oe ee ee t, OOO 

Pemaity inetio5 3k ae i eae ee te oe ea ei a 15, 000 


OS Supplies and materials__ 


icici snags eal ei clita sds hcaphansilh abi ited tela anal ecgutalieat 6, 000 
09 Equipment 


i lh gaa la i a a ee 11, 000 


a i i ee 172, 000 


The estimate of $130,000 for personal services will provide 40 temporary 
positions in the following grade classifications : 


20 éfaee GSS Cietas; SF oo. 1 er See eee $63, 500 
20 grade GS-4 clerks, at $3,415 per annum... scence enue 68, 300 
AP SUIS CIN sines case asia att cecilia ta le lt a Nea 131, 800 
SCRIBD a sec: sce Snes Seon seienainecoi nein pie ani a aca a ee ae 130, 000 


Under the Bankruptcy Act (sec. 55a), the court must cause the first meeting 
of creditors of a bankrupt to be held not less than 10 nor more than 30 days 
after adjudication of bankruptcy. At least 10 days’ notice by mail must be given 
to creditors of a bankrupt of the first meeting and all subsequent meetings of cred- 
itors, of all sales, and other actions enumerated in the section involving the rights 
of creditors. 

Because of the emergency situations that have developed in many districts 
where the rising volume of work cannot be handled by present personnel it seems 
advisable to provide additional personnel on a temporary basis. If the work in 
a district levels off the temporary positions can easily be discontinued and as- 
sistance made available in some other areas where the work is falling in arrears. 
In this manner the maximum benefit may be obtained from the available funds 
for personal services. It has been found possible to employ satisfactory clerks 
on a temporary basis in most districts. In many instances former employees of 
the bankruptcy court are willing to accept employment for several months but 
because of family responsibilities cannot accept permanent positions. Moreover, 
such employees need little or no instruction in the work. 

The increasing volume of cases has caused a corresponding increase in the 
travel of the referees, who must travel to the various places of holding court in 
their territories, and in the expense of communications, penalty mail, office sup- 
plies, and equipment. The estimates for travel, communications, penalty mail, 
and office supplies are based on an increase of approximately 8,000 cases in the 
volume of new business in 1958. The estimate for equipment is to provide type- 
writers, desks, and other office equipment for the 40 additional clerks. 


93523—57 13 
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No appropriation from the general funds of the Treasury is required in this 
estimate. It is requested that the supplemental funds needed be made available 
out of the referees’ expense fund, which is composed entirely of filing fees and 
charges paid by the parties to bankruptcy proceedings. The increased payments 
into the referees’ expense fund arising from the increased volume of cases will 
be sufficient to meet the added amount of this request. 


BANKRUPTCY CASES FILED IN DISTRICT 
COURTS, BY MONTHS 
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INCREASE IN NUMBER OF BANKRUPTCIES 


Mr. Rooney. These justifications indicate, do they not, that at the 
present time we are still at an alltime high in number of bankruptcies; 
is that correct ? 

Mr. Covey. Yes, sir. 

Mr. Rooney. As a matter of fact, your present figures would indi- 

cate that you are now almost 12 percent over the previous high of Feb- 
ruary of this year. Is that correct / 

Mr. Covey. No; February of this year was not the high month. The 
high month was March. ‘The filings in March were about 11 percent 
over February. 

Mr. Roonry. Your figures are 12 percent over the February 1957 
figures, and how much over the March 1957 figures? 

Mr. Covey. The yearly figures for 1957 show an incre: ase of about 
19 percent. ‘The increase in February over February a year ago was 
15.4 percent. 


NUMBER OF NEW POSITIONS REQUESTED 


Mr. Rooney. It should be noted that this request would entail the 
iddition of 40 clerks to the Federal payroll. Is that correct? 

Mr. Covey. Yes, sir. 

Mr. Rooney. That is, 40 additional clerks over the present strength ? 

Mr. Covey. Yes, sir. 

Mr. Rooney. How many additional positions have you received al- 
ready for fiscal year 1958? 

Mr. Covey. 40 positions. 

Mr. Roonry. And how long ago was it that we voted you those 40 
additional positions! Was that in the third supplemental ? 

Mr. Covey. No; in the 1958 general. 

Mr. Rooney. In the general bill 

Mr. Covey. Yes. 

Mr. Rooney. So that, some months back, we gave you 40 additional 
clerks and now you come along and want 40 more. Is that correct? 

Mr. Covey. Yes, sir. 

Mr. Extis. You notice, Mr. Chairman, these are temporary posi- 
tions. 

Mr. Rooney. Yes; I notice that. 

Mr. Crievencer. The salary is not temporary. That is the most 
permanent thing in the world. 

Mr. Roonry. How long would it take you to fill these positions? 

Mr. Covey. Probably a matter of 4 to 6 weeks. 

Mr. Rooney. Then, in the ordinary course of things, with what 
started in the other body this afternoon, it might be sometime later 
in the fiscal year before we get this show on the road ¢ 

Mr. Covey. I suppose that is possible. 

Mr. Rooney. If there are no further questions, thank you, gentle- 
men. Come back and see us again, but not too soon. 

Mr. Cover. I wish it, were possible to keep ahead of the situation, 
and I certainly have tried to do it, but I just cannot keep up with it. 

Mr. Preston. Do these full-time "referees practice law ¢ 

Mr. Covey. No, sir; they do not. 

Mr. Roonry. Thank you, gentlemen. 
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Monpay, Juty 8, 1957. 
DEPARTMENT OF STATE 


ELeventH Worip Heatran Assempty or THE Wortp HEALTH 
ORGANIZATION 


WITNESSES 


FRANCIS 0. WILCOX, ASSISTANT SECRETARY FOR INTERNATIONAL 
ORGANIZATION AFFAIRS 

I. W. CARPENTER, JR., ASSISTANT SECRETARY-CONTROLLER 

ELDON B. SMITH, ACTING DIRECTOR, OFFICE OF BUDGET 

RICHARD S. WHEELER, DEPUTY DIRECTOR, OFFICE OF INTERNA- 
TIONAL CONFERENCE 


Program and financing 


Presently | Revised Difference 





available estimate 
| 
PROGRAM BY ACTIVITIES | 
Eleventh World Health Assembly_...........------- ide binned einai aaaleta $375, 000 -+-$375, 000 
| 
i | 
FINANCING | j 
Appropriation. -.-- < 5 S cekometia ch euenet dete eco reoevacenareaiaaeben pea eeeaaene 375, 000 | +375, 000 
| i 
Obligations by objects 
Presently Revised Difference 
available | estimate 
a -————$ | — ctianindl ——— | -——___+_—______ 
NC activi cocinincnailesiseicsiciiniasah sndannis on ta beeics dep ae at aa eke | $375, 000 $375, 000 


Mr. Roonry. The next supplemental request for fiscal year 1958 is 
for the Department of State in the amount of $375,000, and is entitled 
“11th World Health Assembly of the World Health Organization, 
State, 1958.” This request is contained at page 7 of House Document 
No. 198, to which reference has been heretofore made. 

At this point in the record we shall insert the alleged justifications, 
the entire six pages thereof. 

(The material referred to is as follows:) 


(H. Doc. 198) 


llth World Health Assembly of the Worid Health Organization, State, 1938 


Wee scree ethos it orb ee oes i $375, 000 
ADPTODTIALION CO CWC nchdncencenslen neds cape teigeneinani tiger adanens 0 


PURPOSE AND NEED FOR FUNDS 


The purpose of this estimate is to request $375,000, in accordance with the 
authority provided in Public Law 832 of the 84th Congress, to defray expenses 
incident to organizing and holding the 11th World Health Assembly of the 
World Health Organization in the United States during the 1958 fiscal year. 
The world Health Organization, during its 10th assembly at Geneva in May 
1957, accepted the invitation to hold this meeting in the United States. 





: 
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“ELEVENTH WORLD HEALTH ASSEMBLY OF THE WORLD HEALTH ORGANIZATION 


“For necessary expenses incident to organizing and holding the Eleventh 
World Health Assembly in the United States, as authorized by the Act of July 
80, 1956 (Public Law 832), $375,000.” 

The purpose of this estimate is to request $375,000, in aceordance with the au- 
thority provided in Public Law 832 of the 84th Congress, to defray expenses in- 
cident to organizing and holding the 11th World Health Assembly of the World 
Health Organization in the United States during the 1958 fiscal year. The World 
Health Organization, during its 10th assembly at Geneva in May 1957, accepted 
the invitation to hold this meeting in the United States. 

The estimates provides for (1) expenses to be incurred by the Department of 
State, on behalf of the United States as host government, and (2) advance con- 
tribution to the World Health Organization for additional costs incurred in hold- 
ing the assembly away from the Organization’s headquarters at Geneva, 
Switzerland. 


Statement of estimated costs of holding meeting in the United States 


United States hostship expenses : Estimated cost 
OS . "Eratmporensioe: GL CO is hea ae $2, 000 


ee ii ii ii ic sacri eae mis a 5, 000 
05 Rent of furniture and equipment : 

Rental of office farnitures 226 cc ace sabcaces 7, 500 

Rental of eiice enuivieit. a Se 3, 000 

COZ Other coptractinl wervittts asic wk skeeetenanwe i spe maganetincd 4, 000 

68 Supplier a0) IMGs dstdccmesieneetineneeddseai 2, 500 

Subtotal_ 5 ER eo Mi ft ee eee ee 24, 000 


Contribution to WHO for excess cost@. oo 6.6. no5 cine 326, 000 
TOON V On. ie a on eee ieee eee 25, 000 


TNR ann ac tg fd So a EA Sa a ae a . 3 Sa __ 375, 000 
EXPLANATION OF ESTIMATE 


Transportation of things, $2,000.—This estimate provides for the shipment 
within the United States of special conference equipment provided by this Gov- 
ernment such as office equipment, supplies, and materials. 

Communications installations, $5,000.—Provision is made for the installation 
of telephone and telegraph equipment in the offices. 

Rent of furniture and equipment, $10,500.—This amount is required for the 
rental of office furniture and office equipment. 

Other contractual services, $4,000—This amount is required for hire of cars 
with chauffeurs. 

Supplies and materials, $2,500.—It is estimated that this amount will be re- 
quired for the purchase of supplies and materials incident to establishing the 
offices. 

Contribution to WHO for excess costs, $326,000.—This amount is for the excess 
cost of holding this meeting in the United States as opposed to holding it at the 
U. N. headquarters in Geneva. 

Reserve for security and adjustments, $25,000.—This item will be required 
for providing physical security, to take care of contingencies certain to arise, 
and for adjustments in the above categories. 
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Statement showing comparative estimated excess costs to the World Health Organi- 


zation for holding this meeting in the United States over the costs for holding the 
meeting at Geneva headquarters 





Estimated Estimated 
cost at excess 
Geneva costs 

—EE —_ _ — | — 

Salaries, temporary staff 4 ‘ e $39, 180 | $73, 083 

Duty travel__ R ; 9, 060 151, 067 

Travel of delegates 3 80, 582 4), 593 

Travel and per diem of temporary staff 7, 600 65, 732 

Rental of premises 5, 800 2 —5, 800 

Rental of equipment 2 2, 275 2 —2, 275 

Communications. | | 1, 500 

Other contractual services_ 7, 100 | 3 —4, 100 

Freight__- te 2, 100 | 5, 900 
Printing 56, 920 
Visual material 1, 500 
Supplies : 11, 000 

Insurance --.. : : 200 300 
Equipment 1, 500 

Total 224, 817 $26, 000 

1WHO estimated $43,563 basex 1 on salaries, Mexico City, 1955. Estimate increased by $29,520 brings 

salary levels to United States standards. 


2 Items to be provided directly by U. S. Government resulting in decreasing overall excess costs. 
3 Publication and distribution costs in United States estimated to be less than in Geneva. This results in 
reduction of total excess costs 


Mr. Roonry. Do you have a general statement, Mr. Secretar y 


Mr. Witcox. I do: a very short one. If it pleases the committee, I 
shall be glad to read it. 


Mr. Rooney. Please do. 


GENERAL STATEMENT 


Mr. Wixcox. Mr. Chairman and members of the committee, we are 
appearing before you today to discuss the estimate of funds required 
to hold the 11th World Health Assem bly of the World Health Organi- 
zation in the United States in fiscal year 1958. An authorization to 
appropriate funds for this purpose was contained in Publie Law 832 
of the 84th Congress. 

I shall not attempt to list the advantages of holding the assembly in 
the United States, as they were enumerated in the joint resolution 
adopted by the Congress. 

Mr. Rooney. Is there any merit to this? 

Mr. Witcox. Yes, sir; I think so. 

Mr. Rooney. Tell us about it. 

Mr. Witcox. The World Health Organization is, as you know, one 
of the major specialized —— 

Mr. Rooney. Before you start let me ask you a simple question: 
Why cannot this be deferred until next year when we may have a 
better fiscal situation ? 

Mr. Wuicox. The World Health Organization must go ahead with 
its plans if the meeting is to be held in the spring of 1958. I think 
we would be deferring it too long to give adequate assurance to the 
World Health Organization that the United States would be coming 
forth with the money necessary to hold the meeting next spring. We 


have deferred as long as we dare defer and still give them that 
assurance. 
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There are many advantages in holding the assembly in the United 
States. The World Health’ Organization i is one of the major special- 
ized agencies of the United Nations. It has been solidly conceived 
and has made a great contribution to the postwar period. There are 
many experts and public health officials, as well as doctors in the 
United States, who think it would be most advantageous for us to 
invite the Organization to hold its 11th meeting here. It would focus 
a good deal of attention on the work of the Organization, and they 
have urged us to accept this idea. Indeed, the matter arose in a spon- 
taneous way. It originated in the Congress and a great many people 
got back of the idea last fall. 

Mr. Couprerr. Mr. Chairman, I wonder if at this point I might in- 
quire, did the regular medical organizations appear in support of 
this, such as the American Medical Association or any groups of 
organized medical people ¢ 

Mr. Witcox. I do not know if they appeared before this committee, 
but they did support the measure. On page 3 of the report of the 
Foreign Relations Committee of the Senate which reported the bill out 
last July, you find this language: 

The committee has received letters of endorsement from numerous health and 
medical organizations, including the National Foundation of Infantile Paralysis, 
the National Tuberculosis Association, the National Citizens Committee for the 
World Health Organization, the American Social Hygiene Association, the San 
Francisco Chapter of the American Association for the United Nations, the 
Iowa State Department of Health, and the American Nurses’ Association. The 
American Medical Association has likewise advised the committee informally 
of its support for Senate Joint Resolution 183. 

And [I may say that subsequent to that there was a great deal of 
support from various individuals and organizations for this proposal. 

Mr. Couperr. Thank vou. 

Mr. Witcox. The United States in carrying out the provisions of 
Public Law 832 extended an invitation on April 8, 1957, to the World 
Health Organization to hold its 11th assembly in this country. The 
invitation was accepted by a resolution adopted on May 24, 1957, at the 
10th assembly of the Organization. Acceptable offers received from 
New York City and Minne apolis, Minn., resulted in our proposing 
both cities as possible sites for the assembly to the Director General of 
the World Health Organization, Dr. Candau. Dr. Candau, speaking 
for the Executive Board of the World Health Organization and after 
considering the advantages of the sites offered, has selected Minne- 
apolis. 

The World Health Organization budgets funds for holding assem- 
blies at headquarters and relies on host governments to defray the 
additional costs incurred when assemblies are held outside the Organi- 
zation’s headquarters at Geneva, Switzerland. Meeting these financial 
responsibilities as well as expenses to be incurred by the Department 
of State on behalf of the United States as host government was made 
possible by Public Law 832. The enabling legislation authorized 
$400,000 to cover these expenses. Our estimate of financial require- 
ments establishes a minimum need for an appropriation of $375,000 
to meet this Government’s obligations for holding the assembly in New 
York City or Minneapolis. 

The total estimated excess cost, for holding the assembly in Minne- 
apolis is $460,000. However, the city, and the Governor of Minnesota 
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have pledged a contribution of $85,000 resulting in a net requirement 
of $375,000 from appropriated funds. 

T hope the committee will approve this request for $375,000 which we 
feel is the minimum required to discharge this Government’s responsi- 
bilities as host to the 11th World Health Assembly. 


SELECTION OF SITE FOR CONVENTION 


Mr. Rooney. According to the copy of your statement which I have 
before me, you say that Dr. Candau, who is the Director General, re- 
plied promising a decision within 2 or 3 weeks? 

Mr. Wiicox. No, sir. He has replied and given us his decision. 

Mr. Rooney. Since this was mimeographed / 

Mr. Wiucox. Yes. We are reading from a later statement than the 
one you have. 

Mr. Roonry. Do you have that communication ? 

Mr. Witcox. Yes. We have the wire we sent to him plus the wire 
he sent back in reply, and here is another one which I think will make 
the record clear on that question. 

Mr. Rooney. It might be well if we inserted at this point in the 
record a copy of the wire of June 19, 1957, and a copy of the wire of 
Dr. Candau under date of July 3, 1957. Without objection, it is so 
ordered. 

(The documents above referred to are as follows:) 


JONE 19, 1957. 

Sent to: Amcongen Geneva 

Congen instructed inform DG WHO that United States proposes either New 
York or Minneapolis as site 11th World Health Assembly with May 22, 1958, 
as convening date. Advise DG choice made possible by pledged contributions 
of funds and services by Governor of Minnesota and others in that State supple- 
menting Federal funds to extent Minneapolis costs expected exceed New York 
costs. Also remind Candau that final action this matter by United States Gov- 
ernment dependent upon congressional appropriation of Federal funds, request 
for which presently before Congress. Hammarskjold and Cordier have assured 
us subsequent Siegel visit everything within reason would be done to assure 
successful meeting at U. N. headquarters by providing the assembly and other 
meeting rooms; contiguous office space for Secretariat by functions which they 
feel more efficient than assigning one complete floor, press, and duplicating facili- 
ties; assistance recruitment local staff, reception, and information services; 
and some interpreting assistance. Event emergency U. N. meeting assured prior- 
ity consideration WHA requirements. Additional facilities by type and extent 
already known to DG. Tentative Minneapolis plans essentially same as dis- 
cussed with Siegel, i. e., meeting rooms, including assembly room and residence 
rooms for official members delegations available Leamington Hotel: office rooms 
and residence rooms for international secretariat staff at Curtis Hotel directly 
across from Leamington. Department has informed Governor of Minnesota his 
offer being transmitted to DG, and promised advise him of DG’s response when 
received. 


JULY 3, 1957. 
From: Geneva. 
To: Secretary of State. 

I have carefully considered information communicated to me through United 
States representative International Organizations Geneva relating selection 
of a city in United States of America for the Health assemblies and Executive 
Board following. I have noted specially great interest Minneapolis and State 
of Minnesota as evidenced by their willingness to provide necessary supple- 
mental finances. Have also received information from my representative, Mr. 
Siegel, that arrangements including space and other services, facilities, and 
financing proposals which he has discussed in detail with representatives of the 
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State Department will permit the holding of efficient sessions in Minneapolis. 
In view these considerations I have much pleasure in accepting this offer to 
hold our meetings in Minneapolis on the following dates: 

For the assembly including the commemorative session from Monday, May 
26, to Saturday, June 14, and for 22d session Executive Board for about 3 or 4 
days beginning Monday, June 16, with time prior to sessions provided for ade- 
quate preparation meeting rooms. Pursuant provisions 10th Health Assembly 
Resolution No. 51 hope we can proceed immediately to finalize detailed arrange- 
ments envisaged. Further I intend to send Mr. Valot, Chief, WHO Conference 
and Office Services to Washington early next week and would suggest that from 
there he proceed immediately to Minneapolis accompanied by representative 
State Department International Conference staff to make final physical arrange- 
ments for these meetings. Please accept and convey to all concerned the gratitude 
of the World Health Organization for this invitation. 


CANDAU UNISANTE. 


SALARIES OF TEMPORARY STAFF IN UNITED STATES WOULD BE ALMOST THREE 
TIMES AS MUCH AS IN GENEVA 


Mr. Rooney. I am looking at page 6 of your justifications, and I 
should like to inquire why the salaries of the temporary staff should 
be $73,000 more in the United States than in Geneva? That is al- 
most three times as much. What is the reason for this? 

Mr. Wixcox. I would like to ask Mr. Wheeler to answer that. He 
has handled this matter in our Department. 

Mr. WHeever. For one thing, the average salary rate in Geneva 
is less than in the United States. 

Mr. Rooney. What is the difference in the salary rate? 

Mr. Wuerter. You are speaking specifically of an example, sir? 

Mr. Rooney. Yes. 

Mr. Wueeter. Well, they can hire, as I understand it, a stenog- 
rapher there for $10 or $12 a day. Here in the United States on a 
temporary basis it is as much as $18 a day. 

Mr. Witcox. You mean a court reporter ? 

Mr. Wuerter. A competent stenographer. Also, on the temporary 
staff in the United States where they are running a short time they will 
require more staff than on their own home base. 

Mr. Rooney. Are you bringing all the people who are now in Geneva 
over here? 


Mr. Wureter. No. 
INCREASE IN TRAVEL AND PER DIEM OF TEMPORARY STAFF 


Mr. Roonry. Why do you request this increase from $7,600 to $65,- 

2 for travel and per diem of temporary staff ? 

‘Mr, Wueeter. The people who are hired in the United States are 
not all hired locally in Minneapolis. There will be some specialists 
from New York, from Chicago, from Washington, and in addition a 
language statl. The conferences are carried on in 3 different lan- 
guages, and there is a possibility of 4 languages. You want inter- 
preters who are both interpreters and tr: anslators. They have to go 
to Europe and Latin America to get people. ‘These are their estimates 
of cost, Mr. Chairman. 

Mr. Rooney. They are of less expense to the United States if we 
leave them at Geneva. 

Mr. Wueeter. As it states here in the records which they have 
presented us with, the conference cost at Geneva is $225,000, but when 
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it comes outside Geneva to any host country, there are additional costs 
to the host country and to the host government. This represents the 
Organization’s estimate of their responsibilities for this Congress over 
and above the cost at Geneva. 

Mr. Rooney. How can you justify asking $151,000 for duty travel 
as compared with the cost of a $9,000 at Geneva ? 

Mr. Wureter. Because, of course, the headquarters is at Geneva, 
and part of those people are there as permanent staff. Again, this is 
a cadre of people, and not the total staff. exis 

Mr. Roonry. How many people? 

Mr. Wueeter. There are 114 people concerned under duty travel. 

Mr. Roonry. Why does not the World Health Organization pay 
for this travel of its own employees, and why do not the other member 
nations of the world contribute to this junket ? 

Mr. Wueetrr. They do, when they are held at Geneva. In the 


regular budget of the Organization there is $225,000 to hold the con- 
ferences at Geneva. 


REASON FOR INVITATION TO HOLD CONFERENCE IN UNITED STATES 


Mr. Roonry. Who thought up this whole idea ? 

Mr. Wueetrr. This is a spontaneous idea of the citizenry of the 
United States to hold this here. It was not instigated by anyone in 
the Government. The request came to the Government by private 
citizens, because the Department does not go looking for conferences 
assuch. When the authorization in Public Law 832 was made, it then 
became the responsibility of the Department to make a justification. 
This is the 10th anniversary of the World Health Organization which 
was organized in the United States. 

Mr. Preston. Has this conference ever met anywhere other than at 
Geneva before ? 

Mr. Wuereter. Yes, sir; it has met in Mexico City and it has met 
in Rome. 

Mr. Preston. Did the Mexican Government pay for moving the 
headquarters staff from Geneva to Mexico City ? 

Mr. Wueerrr. Yes, sir: but there, again, it is not the total staff, but 
jt is the supervisory part which involves over 100 people. 


PAYMENT OF EXCESS COSTS BY HOST COUNTRIES 


Mr. Wricox. It is the custom, sir, in case an organization meets 
away from the headquarters of the organization, for the host govern- 
ment to bear the cost above the normal operating cost of holding the 
conference in the city where the organization is located. 

It is quite clear that, where you have conference rooms and where 
you have officers and all the rest right at your headquarters, you can 
hold a conference, of course, cheaper than if you go to another city 
and set up new paraphernalia and new equipment. 

Mr. Preston. Mr. Wilcox, does this situation prevail in the other 
specialized agencies of the United Nations? 

Mr. Witcox. Yes, sir. 

Mr. Preston. Does it prevail in UNESCO? 

Mr. Wiicox. Yes, sir; it prevails in some instances. The prefer- 
ence, for reasons which you can well understand, is to hold the meet- 
ings at the headquarters. 
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Mr. Preston. Yes, sir; I understand that, but let us get back to the 
point we were discussing. 

Mr. Witcox. UNESCO met the last time in New Delhi. There has 
been a practice of meeting occasionally on the part of UNESCO and 
the Food and Agricultural Organization and the other agencies in 
other cities. 

Mr. Preston. I know that, and we all know that. You are stating 
a fact with which we are thoroughly familiar, but when they met in 
New Delhi did the Indian Government pay for moving the headquar- 
ters staff from Paris to New Delhi? 

Mr. Witcox. That is my understanding. 

Mr. Preston. Are you certain about that? 

Mr. Wixcox. I would not say positively. 

Mr. Presron. I remember when I was in Paris that they objected 
to going out of the country because of the cost involved, and moving 
the staff from Paris to wherever they were going to hold the con- 
ference. 

Mr. Witcox. I will be glad to get those figures for you. 

(The information referred to is as follows:) 


Excess Costs or Hotping UNESCO GerNERAL CONFERENCE AT NEW DELHI, 
INDIA, IN 1956 


The 1954 general conference of UNESCO voted to accept the offer of India to 
meet at New Delhi in 1956. This was the first U. N. conference of this size and 
importance to be held in Asia. The Indian Government in order to serve as host 
financed the construction of new conference and hotel facilities to accommodate 
the conference and provided local services and personnel. The new UNESCO 
headquarters at Paris which were under construction during this period will 
be completed in time for the 1958 biennial conference. 

The general policy of the United States Government as stated in the interna- 
tional organizations in which it holds membership is that general meetings of 
organizations should be held at headquarters unless the host government assumes 
excess costs. The international organization, however, upon the basis of a 
majority vote, may decide from time to time to meet away from headquarters 
and may vote to include excess costs in its regular budget. Despite exceptions 
which have taken place, it is considered sound administrative procedure for the 
United States Government to continue to support the basic principle that a 
country inviting a conference should assume any excess costs involved. 

The conference however voted to increase the allotment for this meeting in 
the UNESCO regular budget by $455,392 (of which $395,892 was expended) in 
order to defray the costs to the Organization of holding the meeting at New Delhi 
rather than at Paris. 


Mr. Preston. It strikes me that we are playing Santa Claus to the 
World Health Organization if we are going to pick up this whole 
thing, and transport it lock, stock, and barrel, and relieve the head- 
quarters’ treasury of any expense of getting them over here. 

We have no control over how many ‘they will bring, and if they are 
going to bring the staff over here, I do not see how you will need a 
these extra employees that you are talking about, and which M 
Rooney mentioned to the extent of $65,000 worth. You saaatiiinbd 
oe ifically the language people and the interpreters. 

Mr. Witcox. Yes, sir. 

Mr. Preston. You said the conference would be held in three 
languages. Do we have to pay for the interpreters’ 

Mr. Wurerrr. We do through a contribution to the World Health 
Organization. That is an excess cost. As a matter of fact, in the 
cost for temporary staff at Geneva the $39,000 includes temporary 
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employment of interpreters, but interpreters and translators are hard 
to get throughout the world, and some of these have to come from 
other shores. 

Whenever the meeting is held at Geneva or on the Continent itself, 
and because the he adquarters are located there, they can do pretty 
well in rounding up the people in advance. However, it is one thing 
to round them up for Geneva, and another matter to round them up 
for places elsewhere. 

Mr. Preston. Does the present Hungarian Government have dele- 
gates to this conference? 

Mr. Witcox. No sir, it does not. However, so far, 4 of the so-called 
9 inactive members—Albania, Bulgaria, Poland, and the U. 8S. S. R.— 
have resumed active participation and were represented at ‘the last 
World Health Organization Conference in May of this year. 

Mr. Preston. Did they have delegates to the recently concluded 
Labor Conference at Geneva ? 

Mr. Witcox. Yes, sir. 

Mr. Preston. Were you one of the delegates ? 

Mr. Wiicox. Yes, sir. 


POSITION OF UNITED STATES DELEGATION ON HUNGARY IN ILO 


Mr. Preston. Mr. Secretary, I would be interested and I think the 
whole committee would be interested to know why the Government 
delegates—and you being one of them—abstained from voting on the 
question of kicking the Hungarian delegates out of the International 
Labor Organization ? 

Mr. Witcox. Well, sir, there were a number of problems involved 
in this question of credentials. One was whether the employers cre- 
dentials were to be received and the other was the workers, and the 
third was the Government. It has been our policy that we should 
adopt at the International Labor Organization the same line of strat- 
egy that we adopt in the General Assembly of the United Nations, 
that being, more or less, the parent organ of the United Nations. 

If the specialized agencies take a different line, you could have a 
pretty chaotic situation resulting and inasmuch as the General As- 
sembly left the Hungarian credential question in abeyance it was felt 
by our Government and by a number of other governments there that 
this was the proper thing to do. This was, in effect, the re port of the 
Credentials Committe e—they did not recommend that the ILO should 
depart from the decision that had been reached in New York during 
the last Assembly. We felt it was a reasonable position. 

Mr. Preston. Well, just the Government Gleeaite from our dele- 
gation abstained: is that correct ? 

Mr. Wincox. Yes, sir. 

Mr. Preston. The rest of the delegates voted to expel them, or 
failed to recognize their credentials ? 

Mr. Witcox. Yes, sir. 

Mr. Preston. The Government delegates went contrary to the pack 
in this case? 

Mr. Wiicox. The Government delegates took what they thought 
was a reasonable line, considering the fact that the General Assembly 
had taken that line just a few months previous. 
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Mr. Preston. But your position was not considered to be sound 
enough to influence the rest of the American delegation ? 

Mr. Wixcox. In the ILO delegation the Government and the work- 
ers and employers do on occasion take separate lines. The employers 
and the workers felt very strongly about this representation question. 
They felt that the employers and the workers ought to be expelled and 
should not have their credentials accepted, and. they thought by the 
same token that the Hungarian Government did not deserve to have 
its credentials accepted either. So, for reasons which I have stated, 
we took a somewhat divergent line on this question. 

Mr. Preston. Is that your personal view ¢ 

Mr. Witcox. Yes, sir. I think in view of the fact the Assembly 
had taken the attitude it did, it would have been unwise for any one 
of the specialized agencies to take a much different line. It would 
involve, for instance, the whole question of the representation of Red 
China, and we are able to secure a vote in the General Assembly pro- 
tecting our interests on that question. In each of the specialized agen- 
cies of the United Nations they normally follow the pattern set by the 
General Assembly. If we depart from that, I think we might get into 
dangerous waters with respect to this question of credentials generally. 

It is my view that we did the proper thing under the circumstances. 
Of course, other people may have different views, and they are entitled 
to those views. 

Mr. Presron. Well, it just depends on how you feel about dealing 
with communism. If” you want to deal with them — kid gloves on, 
it is all right, but if you want to deal with them as I do with brass 
knucks, that is another matter. 

Mr. Wixcox. If you had been at the Conference, I think you would 
agree we did not keep our kid gloves on. 

“Mr. Preston. In this case you had them on when you started dealing 
with their credentials. I think I would have voted with those who 
voted to expel the Hungarians, or would have failed to recognize their 
credentials. 

Mr. Wixcox. I think I would, too, under normal circumstances. 

Mr. Preston. I perhaps overlooked a very important fact here; you 
do not carry brass knucks when you wear striped pants. 

Mr. Wiicox. Well, I was wearing what I have on now. 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Rooney. Mr. Sikes, do you have any questions? 

Mr. Stxes. Are we not really in a position that Congress so fre- 
quently finds itself when it buys something on credit ? 

The Congress has authorized this activity and now we have the 
bill for it. The invitation has been extended, and we do not have a 
whole lot to say about what we are going to do here, do we? 

Mr. Witcox. Well, sir, I assume that it is within the province of the 
Appropriations Committee to accept or reject the recommendations of 
the Senate and the House. 

Mr. Stes. And be in the position of repudiating the invitation 
which you have extended on the basis of the authorization given ? 

Mr. Witcox. Yes, sir; we would certainly hope that the committee 
would respond to our request. 

There is one bit of silver lining in the clouds, and that is, we have 
been able to cut the estimates down to $375,000 instead of $400,000 
which the authorization bill calls for. 
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Mr. Srxes. Well, if the committee were to decide that is still con- 
siderably more money than you need, and that $200,000 is enough, 
what would you do? Would you leave a lot of people at home that 
you planned to bring to America ? 

Mr. Wirzcox. No, sir; I do not think under the circumstances that 
the World Health Organization would find it possible to accept the 
invitation, and I think they would just have to change their plans for 
1958. 

Mr. SrKes. If the figure were cut to any amount below $375,000, 
would it result in the rejection of the invitation ? 

Mr. Witcox. Yes, sir. I think they would be compelled to do that 
because I do not think they could afford to put on a conference which 
was not properly equipped and properly handled in every sense of 
the word, including proper rooms and facilities for conferences, the 
proper translating devices, adequate interpretation and so on. 

Mr. Stxes. How many times did you say the Conference has been 
held away from Geneva ? 

Mr. Witcox. Twice. The World Health Organization has been 
held away from Geneva twice in the last 10 years. 

Mr. Srxrs. I believe that is all. 

Mr. Roonry. Mr. Coudert, do you have any questions? 


COSTS TO OTHER HOST COUNTRIES 


Mr. Couprxr. Are you in a position to state what the comparable 
host-country contribution was on those two occasions when the Con- 
ference was held outside of Geneva? That is, whether it was more than 
$375,000 as compared to what the Indian Government and the Mexi- 
can Government paid ? 

Mr. Wueexer. It was the the Italian Government and not the In- 
dian Government in 1949. The cost may be compared this way: The 
World Health Organization, when they learned of the resolution for 
$400,000, stated informally they considered that to be adequate to do 
the job. So, my assumption is that in terms of monetary values the 
others paid well over $300,000. 

Mr. Couperr. I suppose the proper basis of comparison would be 
the services acquired and the personnel transported ? 

Mr. Witcox. Yes, sir. The World Health Organization has given 
us the basis of requirements just the same as they gave these other 
countries. 

Mr. Couprert. We are entitled to believe, therefore, that the Italian 
Government and the Mexican Government met the same requirements ? 

Mr. Wuerter. I would say yes, sir. 

Mr. Wicox. In some cases, Mr. Coudert, I do not know the facts, 
the government may have furnished Federal Government buildings, 
for example, that might have diminished somewhat the rental and 
that sort of thing. Is there any way of getting those figures? 

Mr. Wuerexer. Here is the Senate report. The Mexico City meeting 
involved an additional expense of $211,000 which was paid to WHO 
by the Mexican Government as well as certain costs incurred by the 
latter in connection with holding the Conference. There is no indi- 
cation as to how much their cost came to. There were 70 nations 
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there. There are 88 nations who are members of this Organization, 
and 70 went to Mexico City. There are more than that sometimes at 


Geneva, and I would think that there would be more than that in 
the United States. 


Mr. Coupert. I believe that is all. 
Mr. Rooney. Mr. Bow, do you have any questions? 


PAYMENT OF EXCESS COSTS BY HOST COUNTRIES 


Mr. Bow. It runs in my mind—and I do not know whether it was 
UNESCO or the World Health Organization, and perhaps you can 
correct me—that 1 year we had appropriations for some organization 
which were considerably increased because it was leaving Geneva to 
hold its convention elsewhere, causing our contribution to be higher 
because of the conference being held at a place other than at Genev va. 

Was that the World Health Organization ? 

Mr. Wueeter. No, sir; I think you have reference to the Tariff 
and ‘Trade Organization if my memory serves me correctly, and they 
have nothing in their budget to take care of that kind of operation 
whatever. 

Mr. Wiicox. It would not be UNESCO, because UNESCO is situ- 
ated in Paris and normally would hold their meetings there. 

Mr Bow. When UNESCO holds its meetings away from P aris, does 
the host country pick up the tab, or dees everyone pick it up? 

Mr. Witcox. Everyone contributes to a basic cost, sir, but if my 
information is correct, the excess costs are taken care of by the host 
government. 

Mr. Wueecer. There is a standard budget which is voted on each 
year for the annual conferences. 

Mr. Bow. What I was referring to is UNESCO. This was in the 
budget estimate for 1955 where there was a substantial increase, and 
there was in the justifications this language: 

The increase of $337,000 for 1955 over 1952 when the General Conference was 
held was primarily attributable to the fact that the 1954 General Conference 
will be held away from headquarters at Uruguay; whereas, the General Con- 
ference in 1952 was held at the headquarters in Paris, France. 

So, here we have in one instance a situation where the appr opr! lations 
were substantially increased to this Government because of the con- 
ference being held away from headquarters. So, we contributed to 
that. 

Now, in this instance, however, because it is being held here, we are 
asked to pick up the entire tab; is that correct ? 

Mr. Witcox. Well, sir, I would be glad to try to get facts on that— 
to check into it further. 

Mr. Bow. This is your own justification of that year. 

Mr. Wureter. Is that on the contribution, sir? I think that must 
have been the figure for the total contribution of the organizations 
Yes; this is in the contributions. In other words, it was the total 
budget for the year in UNESCO. 

Mr. Bow. Is that going to be true of other countries because the 
World Health Organization is coming here, and their total contribu- 
tion is going to be increased ? 

Mr. Wueetrer. No. Surprisingly enough, it is because the United 
States is one of the governments which has insisted that annual meet- 
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ings be held at headquarters, and the headquarters budget does not 
provide additional funds to hold it outside headquarters. When a 
group such as this holds it in another place such as in Rome, Mexico 
City, or the United States, the World Health Organization has no 
funds to pay expenses over and above the regular cost. On the one 
hand, we have been telling all organizations we prefer that the annual 
meetings be held at the headquarters of the organization, but people 
who attend these meetings after a number of years—and bear in mind 
that they have been out of their headquarters only twice in 10 years— 
express a desire to go and there is a group here expressing a desire to 
have them, then it is incumbent upon the host government to make an 
additional contribution to the cost. 

Mr. Bow. How long does the conference last ? 

Mr. Wueeter. Three full weeks. 


RENTAL OF FURNITURE 


Mr. Bow. And it is going to cost us $7,500 for rental of office furni- 
ture for that period of time ? 

Mr. Wueeter. Yes, sir; that is what we estimate. You have of- 
fices for a Secretariat of a couple of hundred people. 

Mr. Rooney. Do they have $7,500 worth of office furniture in Min- 
neapolis ? 

Mr. Wueeter. It is rental furniture. 


PROGRAM OF CONFERENCE 


Mr. Bow. What subjects are you to take up at this meeting? 

Mr. Witcox. I do not have the agenda for the next session before 
me, but the things that have concerned them most lately have been 
the curtailment of disease and the eradication of diseases such as ma- 
laria. They have worked very hard on the malaria problem, the elimi- 
nation of yaws, tuberculosis, and other similar communicable diseases. 

I think that the very tangible works of the WHO are among the 
most encouraging things I have seen in international relations in the 
last decade. When countries can see, in effect, that they have prac- 
tically eliminated malaria as the result of the technical advice and as- 
sistance given them through the WHO, it is really a very encouraging 
sign. 


CONTRIBUTIONS OF UNITED STATES TO ELIMINATION OF MALARIA IN 
FOREIGN COUNTRIES 


Mr. Bow. Mr. Secretary, when I was in Thailand, Laos, and some of 
those places, I heard over there that the United States is the one who 
is responsible for eliminating malaria and things of that kind. 

Mr. Wiutcox. Well, the United States has contributed materially, of 
course. 

Mr. Bow. When we hear arguments for foreign aid, we hear what a 
great job we have done in eliminating malaria. 

Mr. Witcox. That is true, and I would not give all the credit to the 
WHO by any means, because their experts, together with the experts 
of the Thailand Government and of the United States Government, 
for example, work together in this common cause. Incidentally, in 
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Thailand, you have cited one of the countries where real progress has 
been made in eliminating malaria. 

Mr. Bow. Can you tell us how much money has been spent by the 
United States Government in foreign aid in the elimination of malaria 
as compared to the amount which has been used by the World Health 
Organization ? 

Mr. Wicox. Yes sir, the information requested is as follows: Dur- 
ing the calendar year 1956, the United States Government, through its 
foreign aid program, contributed $11.9 million for the elimination of 
malaria in foreign countries. During the same period the foreign 
countries themselves spent $44 million for this purpose; the United 
Nations Children’s Fund spent $6.6 million for this purpose; and the 
World Health Organization spent $1.1 million for this purpose. 

Mr. Bow. Would you say that in the new foreign aid bill which is 
now before the Congress it is contemplated to spend about $30 million 
for malaria control alone in the world? 

Mr. Witcox. The World Health Organization and the related 
agencies of our own Government and other countries have felt that it 
is essential to make an all-out attempt to get rid of malaria before the 
effects of DDT begin to wear off. As I understand it, the mosquitoes 
are developing a resistance and an immunity to the effect of DDT. 

Mr. Bow. But, nevertheless, we will spend about $30 million on that 
program of United States funds? 

Mr. Wucox. That is my understanding, sir. 

Mr. Bow. Is there any chance that by bringing these people in that 
we might also bring in this Asiatic flu which is prevalent around the 
world, and which we are tr ying to keep out of this country right now / 

Mr. Witcox. You mean this meeting next spring? 

Mr. Bow. Yes, sir. 

Mr. Wixcox. I would assume that every precaution would be used 
by our health experts to avoid anything of that kind. Of all people, 
the world health experts themselves would, perhaps, be least likely to 
bring communicable diseases into the United States. 

Mr. Bow. Well, the invitation has been extended, and I suppose we 
have to go ahead. However, I certainly hope that every effort will be 
made to cut down on these expenses because they seem to be a little 
high for a 3 weeks’ conference. I hope every effort will be made to 
reduce some of these items. I think if we have given them the invita- 
tion and it has been accepted, perhaps, we must do it, but some of these 
line items look pretty high. 

Mr. Rooney. I did not have anything to do with extending this 
expensive invitation. 

Mr. Bow. I did not, either, but I happen to be a member of the body 
that did, including Mr. Rooney, and in this Republic of ours the ma- 
jority should be controlling , although some of us are in the minority. 

I hope some day soon that those of us who favor real economy will 
no longer be in the minority but will have a majority for us. 

Mr. Rooney. It is always worth a try. 

Mr. Witoox. If I may reply to your observation, I am not among 
those who believe in spending all these authorized funds, and if it is 
possible to do so, I certainly ‘would be most happy to turn back some 
of this authorization or appropriation to the Treasury. 


93523—-37——_14 
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Mr. Bow. We shall look forward to having you come back and we 
shall ask you how much you have turned back to the Treasury. 

Mr. Wi1cox, I realize that it is a very difficult thing to do. 

Mr. Bow. That is all, Mr. Chairman. 


Mr. Roongy. Mr. C levenger, do you have any questions ? : 





UNITED STATES ASSESSMENT FOR WHO BUDGET 


Mr. Cievencer. What percentage of the cost of WHO is assessed : 
to America ? 

Mr. Witcox. The last scale that I saw, sir, was 31.5 percent. 

Mr. Cievencer. You know we strt iggled for a long time in the U. N. 
on a 33.5 percent basis. ‘That is true also of some of the other agencies. 
This committee has tried for a long time to get somewhat nearer a 

realistic share for our Government. It does not seem that anyone in 

our Government is interested in either the civil rights or the status-of- 
forces rights, or anything else when we get away from the legislative 
authorization. 

I do not know whether you fellows realize it, but I know the line 
that the Government is taking with regard to this status-of- forces 
agreement which Mr. Bow has been talking about. But, if there is 
any doubt about how the American people feel about it, someone ought 
to take a trip out in the country and find out. 

It does not seem that anyone is concerned with reserving the balance 
of cost for America. We have a lot of voluntary or ganizations to 
which it does not cost a dime to belong. They will issue an invitation, 

Is there any good reason, just between us hety, why the peo ple who 
issued this invitation or the city that wanted to be host to them should 
not raise a good part of the money for the part of the Conference 
which they are going to put on ? 

Mr. Wiicox. Well, sir, they are raising a rather substantial amount, 

I do not know whether it could be expec sted that they would raise the 
entire amount. That would be quite a large contribution for any one 
city to make to an enterprise of this kind. 


EFFORTS TO EFFECT ECONOMIES 


Mr. Cievencer. You know, I am old fashioned, but I am absolutely 
concerned with the fact that this is just the top expenditure for every- 
thing this year for our Government. I know, as some of you may 
have had it referred to you, that if we try to reduce our public debt by 
a little less than $10 billion a year, it would take about a century to pay 
it off. 

However, we do not seem to be able to even get a surplus ahead here. 
There are people thinking of ways to spend what they think this 
economy-minded committee has been able to take off in this ungodly 


' 

budget which encompasses everything. : 
I have no idea how they make up the budget, but it would seem to | 
me that every single section of the Government and every single branch i 


of the State Department and Foreign Service and all were asked what 
they needed, and they set down on paper what they wanted, and ran 
it through an adding machine. This budget seems just as scientifically 
prepared as that. 
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I have spent a good many years in this committee trying to make 
some realistic budgets based upon something which would consider 
old John Q. Taxpayer. He is a pretty nice old fellow, but he is inar- 
ticulate, but he is getting mad back home. He is getting mad and 
he has been had so many times. You know the British have a word 
for it: “The gentleman has been had.” 

Well, old John Q. Taxpayer has been had for the last 25 years for 
about all he has, or expects to have. Yet we have had some people 
to express surprise that the Government had to pay more interest for 
its money. As an old businessman, I used to pay 6 percent and made 
money in the old days. We do not realize that a second mortgage 
always comes higher than the first one. One would be surprised at 
the number of people who do not regard this debt with any great 
reverence any more. I do not know whether you fellows feel any 
responsibility toward lightening this load on the American taxpayer, 
but he is getting his ire up. He had nothing to say about ILO or 
WHO or anything else. They just organized hundreds or more of 
these agencies that are to meet and they want to have a good time and 
travel in luxury and old John Q. cannot see the necessity for all of 
them. He is just beginning to find out that he has been taken for 
a buggy ride and he does not like it. 

Mr. Witcox. W ell, sir, if I may say so, I think you greatly under- 
estimate the influence of this committee. I know that your repeated 
language with respect to the budget has certainly been reflected by 
myself many times in the Department of State. 


VALUE OF INTERNATIONAL ORGANIZATIONS 


I think you will appreciate the fact that these are new agencies, 
and that they have a great potential area of operation and that there 
is a great deal of pressure for them to expand their activities. For 
example, the World Health Organization has a very modest budget 
compared, for example, to our own United States Public Health 
Service, and there are many demands from the underdeveloped coun- 
tries to enlarge its budget not by perhaps $500,000 or $1 million or 
$1.5 million, but by $5 million or $6 million or $10 million. It has 
been our pressure, I think, which has kept these tendencies down so 
that the budgets have, I think, been increased gradually in what a 
good many of us feel is a fairly reasonable way in comparison to what 
they might have been had we not used our influence at various inter- 

national conferences. 

Mr. Cievencer. I wish I could feel that all the energy I have put 
into this had really been of some avail, but it seems now we are 
losing what we gained. We have some money cut off in this budget, 
but certain forces are already organized to spend it for something 
else in case there is something there for socialized power or what- 
have-you, and I do not know whether we are going to have any net 
gain at all out of all these supposed cuts whic ch we have made. "This 
fever of trying to help cut the budget has been broken apparently over 
in the Senate, and it has gotten to the point where they do not mean it. 
They proved that on a bill the other day when they slipped another 
$1.2 billion into it just like that [snapping fingers]. 
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I think these things are all nice, but I cannot see how that World 
Health Organization i is going to be any better by having the meeting 
in Minneapolis than having it in Geneva. 

Mr. Wircox. Well, sir, I think that is certainly an arguable point, 
and I would not quarrel with you about that at all. The Congress 
did unanimously pass this resolution. 

Mr. Cievencer. They pass everything. 

Mr. Wircox. I want to assure you, Mr. Clev enger, that I did not 
take the slightest initiative in this operation. A “good many people 
came to me and asked me if the State Department would sponsor it. 
I said if the Congress approved, certainly we would have no objection. 


PROPAGANDA LETTERS 


Mr. Roonrey. Who got all the people to write all the propaganda let- 
ters to the members of this committee, asking us to ask you to please 
ask us for this $400,000? How did that start ! 

Mr. Wiicox. You will have to ask the public health people and 
others about that, because I certainly do not know, and took no step 
in that direction at all, 

Mr. Crevencer. You know the most amazing things happen here, 
when we get down toward the end of the session. We suddenly go 
over in the House some morning and find we do not have any contr rol— 
my party and the party that is really for eeonomy—— 

Mr. Rooney. I beg your pardon? 

Mr. Crevencer. I will say that this committee is the committee 
which cuts it back for all of them, if you will look at the cuts. Those 
cuts go back for years as long as Mr. Rooney and I have been here. 
We also cut the Department of Commerce more than twice as much 
almost as any other agency except this “inflammation” program which 
the State Department brings up here. I could not get it cut enough 
in here, but in that case something happened, and the Senate was feel- 
ing sort of econ omy minded that day, and they cut it some more, which 
pleased me. 

I would cut its throat if I had the knife in my hand, because I think 
it is a mischievous agency, and a disturbing agency to the people of 
the world. 

I am going to tell you something: We wonder and we pass a lot of 
bills that people think are to small, and it is done every year. However, 
these organizations get ready and sweep these programs out from 
under the rug and we never know how bad they are or how much they 
cost until this committee meets the next year, and looks at them. Each 
one of them represents, maybe, $1 million or maybe $500,000, or it may 
be $10 million, but before they were passed, no one knew what they 
were. 

There is a bill pending over here in the House right now for $1.624 
billion, and they had to have a quorum call in order to get someone to 
listen to it. That is how much interested they are init. You wear them 
down and get them on a day like this where the humidity is almost as 
high as the thermometer and anything can pass. That is the sad part 
of this thing. It has sapped a lot of energy. I used to be as tough 
as an old whalebone, but it worries me down. 

Mr. Wixcox. Ido not mean to disown the information program. 
Mr. Cievencer. You will not hurt my feelings if you do. 





| 





| 
| 
| 












acme 


I newer ee 





211 


Mr, Witcox, That is a separate agency, as you know. 
Mr. Crevencrr. You do not recognize it, but it is still a State De- 
artment appurtenance, and you do not want to have it in the new 

ae down here, and I do not blame you for that. 

Mr. Wircox. Well, sir, I would want the record to be clear on it. 
You referred to the Information Agency and I know you are aware 
that it isa separate agency. 

Mr. CLEVENGER. It i 1s separate, but at the same time it is an appurte- 
nance of the State Department. I have operated on that Agency to 
try to improve its health several times. It is a State Department 
curse. As I said, I have operated on it several times, but not fast 
enough, and not so fast as it could be added to. They took all the 
funds, you remember, from occupied areas in Europe, bunched them 
together, and added them to the 1954 appropriation, and doubled the 
scope of this thing. I had already cut it in two twice, and Mr. Rooney 
and I have worked together on it. Yet, it is an agency that if it had 
a reasonable amount of money and had a rifle-point objective, it could 
do a lot of good. Instead of that, it has been a place to harbor malaria 
mosquitoes and discontent all over the world. It is the first thing 
that is smacked in every city where we have had riots. In other w ords, 
after they knock the embassy windows out, they knock the windows 
out of this thing that is there. I suppose I should not have said any- 
thing about this because I realize it is hopeless to try to save this 
$400,000, but it is money. 

Mr. Bow. If the gentleman from Ohio will yield to me, Mr, Chair- 
man. L would like to make this statement off the record. 

( Discussion off the record. ) 


$25,000 RESERVE 


Mr. Roonry. What is this item on page 4 of the justifications en- 
titled “Reserve,” underlined, at $25,000% I have already turned to 
page 5, and read the alleged explanation of it, but, after reading the 
alleged explanation, I know as little as when I started. 

Mr. W tt cox. As I understand it, Mr. Chairman, this was an amount 
that Was put into the budget im order to take « “are of unforseen expendi- 
tures, 

Mr. Rooney. You have nothing definite in view for it at the mo- 
ment: isthat right ? 

Mr. Wincox. Well, sir, this was an earlier estimate of the cost, and 
when the Minneapolis estimate was prepared, it was found necessary 
to absorb that $25,000 in the rental of office equipment and interpreting 
equipment that is shown in the revised estimates on page 4. 

Mr. Roonry. No; you have the amount $10,500 for office furniture 
and office equipment rentals on page 4, and in addition you have the 
amount of $25,000 entitled “Reserve.” 

Mr. Witcox. Yes, sir. That is the statement of estimated cost in 
the earlier statement that was prepared with respect to New York. 
The latter one was prepared with respect to Minneapolis. 
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DIFFERENT ESTIMATES FOR HOLDING MEETING AT MINNEAPOLIS 


Mr. Roonry. What is going on here? We have been looking at 


this set of justifications for the last hour, and now you have a new set 
of justifications; is that right ? 


Mr. Wiucox. No, sir: this is the one 


Mr. Wueeter. This one is not in your - book at the present time. 
(The material referred to is as follows:) 





Statement of estimated costs for holding meeting at Minneapolis 


United States hostship expenses : 


Estimate 
ROP Sarr CU RO TO OO cs acs eames dots eremsendi $3, 000 
Oe eemeentions. [3° ce ee 5, 000 
05 Rent: 

Rental of interpreting equipment____________-______--_- 16, 000 
pg de iP ee 7, 500 
ge ee ee eee piaeeee 3, 000 
AC, (ORGS (GRO ie, Certs piu 41, 850 

Rental, Hall of States, committee rooms, public address 
SE EN BOE 2 RD TIRE COGS SEE SEE Reon 37, 800 
OT Other contractual services________ a ga 4, 850 
08 Supplies and materials____._____- Sekt beh trata mae uae 2, 500 





Subtotal___-_ St on cea ae es nee ~weis | 321,500 
Contribution to WHO for excess  costs_ Se Ni ee 338, 500 


Total. \ J i eh x 460, 000 
Less contribution by Minneapolis.______.____..._.__.___.____________. —85, 000 
Don Eee CO 375 


os inches to haa Scan an A Bae atta tay Es 
EXPLANATION OF ESTIMATE 


Transportation of things, $3,000—This estimate provides for the shipment 
within the United States of special conference equipment provided by this Gov- 
ernment, such as interpreting equipment, interpreting booths, duplicating equip- 
ment, international-keyboard typewriters, and supplies and materials. 

Communications installations, $5,000—Provision is made for the installation 
of telephone and telegraph equipment in the offices and committee meeting rooms. 

Rent, $106,150 —This amount is required for the rental of interpreting equip- 
ment, office furniture, office equipment, office space, hall of states, committee 
rooms, and public-address system. 

Other contractual services, $4,850.—This amount is required for the hire of 
cars with chauffeurs. 

Supplies and materials, $2,500.—It is estimated that this amount will be re- 
quired for the purchase of supplies and materials incident to establishing the 
offices. 

Contribution to WHO for excess costs, $338,500.—This amount is for the excess 
cost of holding this meeting at Minneapolis as opposed to holding it at the U. N. 
headquarters in Geneva. 

Contribution by Minneapolis, $85,000.—The total estimated cost will be offset 
by an $85,000 contribution which has been pledged by the city of Minneapolis and 
the Governor of Minnesota. 
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Statement showing comparative estimated excess costs to the World Health Organiza- 


tion for holding this meeting at Minneapolis over the costs for holding the meeting 
at Geneva Renenyneners 


| Estimated | Excess cost, 

cost at | Minneapolis 

Geneva | over Geneva 
| 


Sebation: telepbeery etetic,i.-icssigcsel cg eet as eat as | $39, 180 | 1 $73, 083 
Duty travel. -_- F 


ei Shia ga Rh 5 1 Mk ab iets hacen ee eee 9, 060 | 153, 947 
Travel of delegates lec nitele White Sebithirk, atte, alsAecdh ddd dead dod tese hedicbel ; abe 80, 582 | 46, 593 
Travel and per diem of temporary | RE EI SS Se 7, 600 | 66, 852 
Rental of premises__- eae ee 5, 800 2 —5, 800 
Rental of equipment. -_.- 1.02808 Jaddstvn dle < Sli dncoddbcaatinn tk J 2, 275 | 2 —2,275 
Communications ss seins saciclcigiedass apinaeaies See ek cient Ge ees ae : 2, 000 
Other contractual services. __- nee okies sical chalice es 7, 100 | 3 —4,100 
is wcctnas bbe Oipinnedticed dl Bese ee eee re See | 2, 100 | 7. 900 
Printing... _- ee SRE ae oe Sa te ae cee ea er ae 56, 920 |_. enced 
Viewal mateltds o.<—sseetctc. 10216 b hie on ethlsses edaseaeds wk ts RES. ioe 
gta cis cen top inakodeiiaton enna nah a acieiemdaiaeiie Alte eee Th, GOD Rene <cnedescen 
pparamnes . 6. fk ONTO BSE dated ode Lettne | ae 300 
I 8 5 ac Se cccteadn ins lh Bieta igh ha cca ldipceta cai A 1, 500 wihieiiosdamine 
Ei ikinp lta ccna scigeebestadnaoaieisadecaienae easels cena eae all 


224, 817 | 338, 500 


1 World Health Organization estimated $43,563 based on salaries, Mexico City, 1955. Estimate increased 
by $29,520 to bring salary levels to United States standards. 


2 Items to be provided directly by U. 8. Government resulting in decreasing overall excess costs. 


§ Publication and distribution costs in United States estimated to be less than in Geneva. This results 
in reduction of total excess costs. 


Mr. Witcox. I apologize, Mr. Chairman. 


Mr. Roonry. This set is entirely different. We have been sitting 
here for an hour discussing this set, and now we find that transporta- 
tion of things is $3,000 instead of $2,000, and you have an item in here 
of $16,000 for rental of interpreting equipment which was not in the 
previous estimate, and you have, for rental of office space, $41,850. 
How is it that that was not in the first one? 

Mr. Wueever. The first one was not made specifically, 
Minneapolis. 

Mr. Koonry. How could you spend $41,850 for rental of office space 
in Minneapolis in 3 weeks ? 

Mr. Wurever. You have to take it for a little longer than 3 weeks, 
sir, in order to cover both the beginning and the end of the conference, 
because this has to be set up. 

Mr. Rooney. You are requesting $41,850 for 3, 4, or 5 weeks, for 
rental of office space in Minneapolis? 

Mr. Wuerrer. You have at least 100 offices there, and you will have 
to have all the special rooms. 

Mr. Roonry. You have said nothing about this, and if I had not 
come across this, we would have said goodby, and you would have 
gone back downtown, would you not ? 

Mr. Wueeter. No, sir: if you remember, Minneapolis has come 
forward 

Mr. Roonry. We have not seen these justifications until this min- 
ute. Now we find another item entitled “Rental of States’ Committee 
Rooms, Public Address System,” in addition to this $41,850 for office 
space, to the tune of $37,800; is that correct ? 

Mr. Wuee er. That is correct, sir. 


sir, on 
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EXOESSIVE COST AT MINNEAPOLIS 


Mr. Roonry. How can you save any money by going to Minneapolis? 

Mr. Wueerer. The cost at Minneapolis will “exceed the minimum 
cost we figured in the United States. 

Mr. Roonry. Is New York out ? 

Mr. WuHeeter. Yes. 

Mr. Rooney. How much is there in this budget for entertainment? 

Mr. Wueeter. There is no entertainment in this budget. 

Mr. Roonry. Why is that? 

Mr. Wnheeter. That is at the expense of the United States 
delegation. 

Mr. Roonsey. Where will the money for it come from ? 

Mr. Wueeter. The international contingency appropriation. 

Mr. Wixcox. May I add that, of course, each delegation will do its 
own entertaining, and, obviously, that will be paid for by the country 
involved. 

Mr. Rooney. I understood you set this up as a request for $400,000 
to have it in New York. Now you want $460,000. Is that correct? 

Mr. Wuerter. No, sir: we still want $375,000. 

Mr. Rooney. You want $460,000, less $85,000. In other words, your 
cost instead of being $400,000 is now $460,000, is that right. 

Mr. Wuerter. That is correct, to hold it in Minneapolis. 

Mr. Rooney. As to this set of justifications we just came across, I 
had been wondering about $4,000 worth of “hire of cars with chanf- 
feurs” for this 3-week gathering. Now we find that it is $4,850; is that 
correct ? 

Mr. Wurrter. Yes, sir; that is correct. 

Mr. Rooney. And instead of the contribution to the World Health 
Organization for excess costs which we talked about at the outset, to 
wit, $326,000, we now find the amount for this is $338,500; is that 
correct ? 

Mr. Wueerer. That is correct. But if I may point out again, sir, 
the difference in cost between holding it in New York or east of the 
Mississippi in comparable facilities and the cost in Pa roreeaseie ade 
up bv a contr ibution promised b V the peo yple of Minne apolis id the 
Governor of the State. 

Mr. Rooney. We spent some time at the outset of this hearing dis- 
cussing the fact that the duty travel estimated cost at Geneva was 
$9,060 and we spoke of that figure in relation to your estimated excess 
costs awhile ago, to wit, $151,067 

Now we find the figure is $153,947. You do not have any more 
figures with you here today; do you? 

Mr. Wuerrer. If I may point out, those figures were presented to 
the committee at least 10 daysago. The ones you had in front of you 
were based on the figures available to us at that time. 

Mr. Rooney. Why did you not 1 hour ago, when you came into this 
hearing room, give us the set of justifications your request is based on? 

Ve have sat here 1 hour reading and discussing a budget which is now 
entirely different. 

Instead of being a $400,000 budget. it is now $460,000. 

Mr. Wrrcox. I should apologize. I thought the committee did 
have before it this new set of figures. 
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Mr. Roonry. You should have known we did not because we were 
discussing the figure $151,067 as compared with $9,060 and not 
$153,947 as compared with $9,060. 

This contains an increase in connection with travel and per diem of 
this temporary staff, too; does it not ? 

Mr. Wueeter. Yes, sir. 

Mr. Roonry. That is all. Thank you, gentlemen. 

Mr. Wiicox. Thank you very much, Mr. Chairman. 


Program and financing 


Presently Revised esti- | 
available mate 
PROGRAM BY ACTIVITIES 
To ¢ 16, 667 > 16. 667 
2. Adm) 8, 33% 8 3 
T il of 3, 52. 00) é 
FINANCING 
APT 3, 525. OK 25, OOK 
| 
Obligations by objects 
Presently Revised esti-' Differenc 
available mate 
i n ye 7 2 292 
- l nd contribution 3, 516, 667 $ 667 
I b } 3, 525, 000 _ 2 


Monpbay, JULY 8, 1957. 


EpUCATIONAL, SCIENTIFIC AND CuLTURAL ACTIVITIES IN ISRAEL, STATE, 
1958 


WITNESSES 


J. BURKE WILKINSON, DEPUTY ASSISTANT SECRETARY, PUBLIC 
AFFAIRS 

BERNARD KATZEN, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 
TARY 

0. A. SIMMES, ACTING DIRECTOR, EXECUTIVE STAFF 

ROBERT M. BEERS, CHIEF, INFORMATIONAL MEDIA GUARANTY 
DIVISION, UNITED STATES INFORMATION AGENCY 


Mr. Roonry. The next supplemental appropriation request to 
which we shall direct our attention is for the Department of State in 
the amount of $3,525,000 and is entitled “Educational, Scientific, and 
Cultural Activities in Israel, State, 1958.” 

This request is also contained in the House Document No. 198 to 
which reference was made a while ago and appears at page 7 thereof. 

Without objection, at this point we shall insert in the record pages 
1 through 7a of the justifications. 


(H. Doe. 198) 


Educational, scientific, and cultural activities in Israel, State, 1958 


TOUUOGS bee Ae cqanmn cen etinaeuo aden eee aL eee $3, 525, 000 


SOOTOTETELION: 00" QR a anaes caw ae ens amon 0 
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PURPOSE AND NEED FOR FUNDS 


These funds will be used to purchase Israeli pounds generated by the in- 
formational media guaranty program which are owned by the United States 
Treasury and will be used for educational, scientific, and cultural purposes. 


“EDUCATIONAL, SCIENTIFIC, AND CULTURAL ACTIVITIES 


“For expenses to carry out the provisions of section 1011 (d) of the United 
States Information and Educational Exchange Act of 1948, as amended (22 U. S. 
C. 1442 (d)), $3,525,000: Provided, That this amount shall be used for purchase 
of foreign currencies from the special account for the informational media 
guaranty program, at rates of exchange determined by the Treasury Department, 
and the amounts of any such purchases shall be covered into miscellaneous 
receipts of the Treasury.” 

EXPLANATION OF LANGUAGE 


This proposed appropriation language is to permit use of Israeli pounds ac- 
crued to the Treasury through operation of the informational media guaranty 
program. Legislation authorizing the availability of such foreign currencies for 
educational, scientific, and cultural purposes is contained in section 1911 (d) of 
the United States Information and Educational Exchange Act of 1948, as 
amended. The language provides that the Treasury Department shall deter- 
mine the rates of exchange, and that the amounts of such purchases shall be 
covered into miscellaneous receipts of the Treasury. 


General statement 


It is requested that $3,525,000 be appropriated for the purchase of Israeli 
pounds (I£) which accrued to the account of the Treasury of the United States 
through the operation of the informational media guaranty program. This re- 
quest is made pursuant to the statutory authority provided in subsection (qd) of 
section 1011 of the United States Information and Exchange Act of 1948, as 
amended. 

It is proposed to expend the Israeli pounds purchased with these appropriated 
funds for educational, scientific, and cultural purposes, in accordance with the 
program described below. This program will be of great benefit to the United 
States in its relations with Israel. 


THE IMG FUND IN ISRAEI 


The informational media guaranty (IMG) program makes it possible for 
foreign countries having a shortage of foreign exchange to import books, periodi- 
cals, and other informational media from the United States through regular 
commerical channels. Under this program, foreign importers make payment to 
the American exporter in local currency, and the exporter exchanges the local 
currency upon application to the United States Information Agency, in accord- 
ance with the terms of his IMG contract. 

Originally authorized under section 111 (b) (3) of the Economic Cooperation 
Act of 1948, the legal authority for the IMG program is now contained in section 
1011 of the United States Information and Educational Exchange Act. Admin- 
istrative responsibility for the IMG program is vested in the United States In- 
formation Agency. 

An appropriation for the purchase of the IMG funds in Israel is necessitated 
in that country first because of two factors: (1) The IMG program in Israel is 
the largest in the world, resulting in a particularly high rate of accrual of local 
eurrency funds, and (2) the agreement between the United States and Israel was 
the first which limited the expenditure of local currency proceeds to scientific, 
educational, and cultural purposes, and such other purposes as might be agreed 
upon between the two governments. 

A summary of the accumulations of Israeli pounds, by fiscal years, since the 
first year of the operation of the program in Israel is as follows: 


Date Guaranty Interest Total 
account account 
June 30, 1953. é 7 . i 868, 187 0 868, 187 
June 30, 1954___-- ae i 3, 018, 918 14, 482 3, 033, 400 
June 30, 1955. ‘/ kes , “ ‘ : : 4, 962, 470 Sa, 344 5, 050, 814 
June 30, 1956_.__- ; eel 7, 542, 800 150, 706 7, 693, 506 


March 31, 1957_- 


$42, 702 


010, 285 
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Of the above total, 1L6,345,000 ($3,525,000 at the current rate of IL1.80 equals 
$1) is recommended for expenditure. The remaining funds have been left for 
purchase with funds appropriated for the Fulbright program, plus appropriations 
for local administrative expenses of the USIA operation in Israel. 

IMG operations in each country are based upon bilateral executive agreements 
between the United States and the foreign government. The agreement on the 
disposition of IMG funds in Israel was contained in an exchange of notes dated 
June 9, 1952, between the Prime Minister of Israel and our Ambassador to 
Israel. Under this agreement, the funds are “freely expendable by the United 
States Government for scientific, educational, and cultural activities and for such 
other purposes as may hereafter be agreed upon by the United States Govern- 
ment and the Government of Israel.” This provision of the agreement was intro- 
duced at the insistence of the Israel Government to avoid the loss of dollar ex- 
change, and it now appears in several other agreements. Such a provision has 
been accepted by the United States Government in countries where, for reasons 
of policy, it has been especially desirable to introduce informational materials 
from the United States. While the funds accrued under agreements of this type 
cannot be utilized for general United States expenses, they provide the means 
through which friendly relations can be cemented by using them for cultural, 
scientific, and educational activities of mutual interest. 


SCOPE AND EMPHASIS OF THE PROGRAM 


In February and March of 1956, Mr. Bernard Katzen visited Israel as a special 
consultant to the Secretary of State. He was entrusted with the preparation of 
recommendations for the use of the Israeli pounds accrued under the IMG pro- 
gram for purposes that would further the common interests of the United States 
and Israel. The recommendations serve as the basis for this program. The fol- 
lowing principles were followed in preparing the program: 

1. Each project is calculated to create closer ties between the United States 
and Israel. 

2. Each project is planned to permit it to be financed entirely in local currency. 

Each project provides some specific new service or facility, not merely bud- 
getary support. This was believed necessary both to maximize the impact of 
the proposed expenditures and to avoid future claims for assistance to maintain 
operations. 

4. The program as a whole is designed to reduce administrative problems and 
expenses to the absolute minimum. Through use of United States grants, the 
total administrative cost has been kept well below 1 percent. 

». The program as a whole is designed to appeal to all major social groupings 
within Israel. 

6. The geographic distribution of the projects was taken into consideration to 
reach as many people as possible 

The program proposals listed below represent agreement between the Govern- 
nents of the United States and Israel as the best use of the funds for educational, 
scientific. and cultural activities in Israel, in accordance with the provisions of 
the IMG agreement. 


» 
o. 


Summary of projects through grants 


Chairs: in -Ierael wnivernitiegs ot a nick ak $222, 222 
Tranéiation: .and publication: programs. .1525- 2 in es 222, 222 
University and teacher-training scholarships___......_____ aaniekaaa 55, 556 
American-Israel Friendship League—Beersheba___...________.__-__ 13, 889 
Artists Village (B’nai Zion Foundation)—EFEin Hod____- ; ae, 5, 556 
Association of the Deaf and Mute in Israel______ ee oe ee Ce Ee 27, 778 
Bar-Llan University (construction of American science wing) —___~ 69, 444 
Beth Emmanuel Museum, Ramat Gen__-__-~_______~_ sa dat le oe Ss 41, 667 
Beth Esther (purchase of orphanage) ._._____-_ tie Menkes bi anesdgteeiiomla 3, 333 
Beth Ha’am, Jerusalem (cultural center)... __- woe 27, 778 


Beth Hanoar Haivri (YMHA: YWHA), Jerusalem (English-lan- 

guage. tenching)} i604. Ol ee oe eee eee 5, 556 
s’nai B’rith (Yehouda Halevy Lodge), Tel Aviv (scholarship fund) — 27, 778 
Boge. TOR, cere anatnpeclnd bee) ceskdwhsendanaenelaminedions 27, 778 
Chinuch Atzmai (elementary-school system) -—~----.-------------_~_ 216, 667 
Community centers, Nazareth, Kiryat Shmone____-------_-_-______ 138, 889 
Council of the Shepardi Community, Jerusalem (study of American 

Sariegrisdettee ise a a a Lee 13, 889 
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Summary of projects through grants—Continued 


HIAS, United Service, Beersheba (assistance to immigrants) ______ $25, 000 
Hadassah Medical Organization (construction of American wing) -_ 105, 556 
Haifa municipality (cultural center) ..._...._.-3_______________ 138, 889 
Hazamir (support of choir assembly) ~....._.____________________ 8, 333 
Hebrew University (construction of teachers’ training school) _--_-__ 133, 131 
Home Serciiane: Jewish Gitis.2) ie sees a 27, 778 
Israel-American Archeological Foundation.______._-_______________ 333, 333 
Israel-American Museum Foundation (construction of a museum) __ $33, 333 
Israel Bar Association (erection of an American law library) _----_ 27, T78 
Israel Boy Scouts Association__._...-_.__-_________ Bit Oe tee) 9, D6 
Israel Conservatoire and Academy of Music, Tel Aviv A ur 16, 667 
Israel Foundation for Infantile Paralysis...tcc_..tu__.___________ 7, 778 


Israel Institute of Technology (Haifa Technion) (construction of 
vocational training building) 


Jerusalem School of Archeology (archeological studies) --_________ 27, 778 
Kfar Silver Agricultural Training Institute__.__.____..____________ 47, 222 
Kinneroth Esco Music Center (Ein Gev)_--.-_--_____________ 27, 778 
Pardess Katz Maabarah (construction of children’s nursery)_--___ 30, 556 
P’eylim (camp for underprivileged children) ..__.._.______________ 22, 222 
Science laboratory, Herzlia High School, Tel Aviv___.__-___________ 27, 778 
EE PRC Ws) Mee IY A i a f 166, 667 
Torah Shelemah Institute (construction of library) --___-__________ aa eel 


SC an Tr ~ ROCCE ne et 111, 111 


World history of the Jewish Pe ople es $1, 667 
Young Men’s Christian Association, Nazareth 21. tis 
Zebulon Israel Seafaring Society 


ee eet athena rnit aaead ee aeoncetoctn abet >, DO6 
Zionist Organization of- America, Tel Aviv_._._......._____________ 41, 662 
een DYOseCs OR PPAR DAM a ee ee 8, 516, 667 


Mr. Rooney. Who will make the opening statement with regard to 
this request ? 

Mr. Wiixrnson. I will, sir. 

Mr. Roonry. Please proceed. 


GENERAL STATEMENT 


Mr. Witxkinson. I might also express Mr. Berding’s regret that he 
is out of town today. He would like to have done this. I am the 
other deputy and I was asked to do it. 

Mr. Chairman and members of the committee, in this item the De- 
partment is requesting an appropriation of $3,525,000 for fiscal vear 
1958 for educational, scientific, and cultural activities in Israel. These 
funds will be used to purchase Israeli pounds generated by the in- 
formational media guaranty program which are owned by the United 
States Treasury and will be used for the purposes outlined in these 
estimates. 

As many of you know, the informational media guaranty program, 
originally authorized by the Economic Cooperation Act of 1948, makes 
it possible for foreign countries having a shortage of foreign exchange 
to import books and magazines from the United States through com- 
mercial channels. The foreign importer pays the American exporter 
in local currency and the exporter exchanges the local currency upon 
application to the United States Information Agency. 

The IMG program can only operate in countries that are willing to 
make formal agreements with the United States for its implementa- 
tion. Such an agreement was signed with the Government of Israel] 
in 1952. The agreement stipulates that the local currencies accruing 
to the United States Government under this arrangement shall be used 


a ee 
mn 
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for educational, scientific, and cultural activities and such other pur- 
poses as may be agreed upon between the two Governments. 

Mr. Rooney. Do you have a copy of that agreement with you? 

Mr. Witkinson. We have telephoned to have one sent up here. 

In order to secure recommendations as to the best use of these funds 
for furthering the common interests of the United States and Israel, 
within the provisions of the 1952 agreement, the Secretary of State 
appointed Mr. Bernard Katzen, attorney, of New York City, as a 
special consultant. After conferring with appropriate Gov ernment 
officials and many private organizations in this country, Mr. Katzen 
spent more than a month in Israel assembling rec ‘ommendations and 
proposals from private organizations in all parts of that country, and 
consulting with officials of the Americ an Embassy and the Govern- 
ment of Israel. Upon his return he was faced with the difficult task 
of selecting and recommending the best projects from among some 277 
proposals. In making these recommendations, he was guided by the 
principles appearing on page 6 of these estimates. The Dep: urtment 
accepted the final recommendations contained in Mr. Katzen’s report 
which form the basis of the program you have under consideration 
here. We believe that these projects w ill do much to promote friend- 

ship and good will for the United States among many different seg- 
ments of the population throughout Israel. 

Mr. Katzen is here with me today and will be glad to answer any 
questions you gentlemen may have about the projects sponsored in 
these estimates. 

Mr. Rooney. This represents a request for an appropriation of 
$3.525,000 in American dollars; is that correct ? 

Mr. WILxrnson. Yes, sir. 

Mr. Roonry. Those American dollars would then be used to with- 
draw Israeli pounds in that value from the Treasury; is that correct ? 

Mr. Wiikinson. Yes, sir. 

Mr. Roonry. How much did it cost the American taxpayers to 
obtain the $3,525,000 in Israeli pounds? 

Mr. Wirixrnson. I think I would like to present Mr. Beers of the 
USLA, who has been handling the administrative part of the IMG 
program and who is thoroughly familiar with the whole background 
on the genesis of this fund. 

Mr. Rooney. We wish to know how the fund was generated, who 
were the book publishers, how much they got out of it, and so on. 


OPERATION OF INFORMATIONAL MEDIA GUARANTY PROGRAM IN ISRAEL 


Mr. Beers. I am Robert Beers. I am Chief of the Informational 
Media Guaranty Division in the United States Information Agency. 

The informational media guaranty program, or as we call it for 
short, IMG, started in Israel in 1952. Actually the first contracts 
became operative in 1953. 

In 1952 when the agreement with Israel was negotiated, the pro- 
eram was administered by the Mutual Security Agency. Later that 
year it was transferred to the State Department and subsequently, in 
August of 1953, to the USTA. 

Since the program began operating in Israel, we have issued infor- 
mational media guaranty contracts in the amount of $13,700,000. 
Under those contracts we have purchased $9,879,000 worth of Israel 
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currency. We now have on hand currency for which we paid 
$9,233,000, which at current book value is worth approximately $4.8 
million. 

These losses, of course, occurred through changes in the Israeli rate 
of exchange. 

Mr. Rooney. And the losses total how much ? 

Mr. Brers. The total losses on all the Israeli currency we have 
bought is $4.7 million, actually $4,691,000. 

We have sold currency already on which we have lost $389,000. The 
currency on hand in the Treasury Department at its current book 
value would incur a loss of $4.3 million if it were sold today. 

Mr. Rooney. Please tell us who benefited as the result of the tax- 
payers’ making up these losses ¢ 

Mr. Brrrs. Mr. Chairman, the list of companies that hold guaranty 
contracts for Israel would read like a bluebook of book and magazine 
publishing. I have a list of companies that hold guaranty contracts 
for all countries. ‘This is not just Israel. 

Mr. Rooney. This is a list of names and addresses of various com- 
panies. I am trying to find out what these companies got from the 
American taxpayer as the result of his having to make up these losses. 

Mr. Berrs. We would be glad to prepare, sir, a list of all companies 
holding guaranty contracts for Israel with a statement of how much 
has been paid to them. Most of the companies on this list here, with 
few exceptions, would hold contracts for Israel. Al] the leading book 
publishers, periodical publishers, Time, Life, Reader's Digest, Mac 
millan, Doubleday. 

Mr. Roonry. What has been the total cost to the American taxpayet 
in dollars in connection with this program ‘ 

Mr. Beers. Just the Israeli program ? 

Mr. Rooney. The worldwide program. 

Mr. Beers. The informational media guaranty program ? 

Mr. Rooney. Yes. 

Mr. Beers. I will give you the figures as of June 30. Since the pro- 
gram began we have issued $51.5 million in guaranty contracts un- 
der which we have purchased $80.5 million in foreign currencies. We 
have sold $17 million worth of foreign currencies on which there was 
a net loss of $2.2 million. 

We have on hand currencies for which we paid $11.3 million, which 
now have a book value in the Treasury—I say book value taking the 
rate of exchange which would apply if sold today—of $6.3 million, 
which makes a total loss if the program accounting were run up to 
date, of $7.2 million. 


GUARANTY OF CONVERTIBILITY OF CURRENCY 


Mr. Rooney. Are these book publishers given certain guaranties ? 

Mr. Beers. The only guaranty we give, Mr. Chairman, is a guaranty 
of convertibility of currency. I might explain the process. 

Mr. Rooney. Please do. 

Mr. Beers. When we begin operating in a new country, the infor- 
mational media guaranty program rests on a bilateral executive e agree- 
ment which is negotiated with the foreign government. Once we have 
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an agreement in force, we then announce to the book trade that we will 
accept applications for guaranty contracts for that country. They 
apply to us for guaranty contracts in the amount that they think they 
woul l need for a 1-year period. Our contracts are issued for 1 year. 

‘or example, if the Macmillan Co. applied for a contract in the 
sinha of $10,000 for Israel, this would indicate that the Macmillan 
Co. expected to sell $10,000 worth of their books in Israel during the 
year. 

When we have the approval of the foreign government on that appli- 
cation, we issue the contract. We charge a 1-percent fee for these con- 
tracts. Once we issue the contract, we have no further contractual re 
sponsibility until the American exporter—in the example I am using, 
the Macmillan Co.—would sell books in Israel. Then the Israel im- 
porter, instead of having to go to the central bank and obtain dollars 
to make a draft payment to Macmillan in New York, the importe: 
would make a payment in equivalent Israeli currency to the Macmillan 
bank account in Israel, whereupon Macmillan would give us a draft 
on that currency payable to the Treasury of the United States. When 
we were notified by the Treasury that the bank in Israel was in = 
session of the currency, we would order a draft drawn payable to 
Macmillan Co. 

Mr. Rooney. With no loss as the result to the book publisher ? 

Mr. Berrs. Mr. Chairman, this program operates in each country 
at the rate of exchange which is fixed by the foreign government to ap- 
ply to this particular category of imports. In many of the countries 
where we operate they have a unit ary rate of exchange where there 
is only one rate of exchange. For example, in the Philippines the 
rate is 2 pesos to 1 dollar. We buy currency at 2 to 1, the Treasury sells 
it at 2 tol. 

In Israel over the history of this program there have been several 
changes in rates, but always the rate applicable to imports in this 
category has been lower than the rate available to the United States 
Government for its expenditures there. That is the reason for the 
loss. 

The book publisher, if he sells a hundred dollars worth of books, 
theoretically does not care if he gets 500 units of local currency or 200. 
he just wants his hundred dollars. Payment is made at the official 
rate. 

Mr. Rooney. Asa result of this, he gets his full dollar? 

Mr. Beers. Yes. 

Mr. Rooney. Then the taxpayer's money is tied up in an agree- 
ment which is the basis of the transaction with the foreign country, 
whichever one it might be ? 

Mr. Beers. In not every country do we have restrictions on the use 
of currency. 

Mr. Rooney. That is right. I want to know about the restrictions. 

Mr. Beers. I might say in negotiating a guaranty agreement one 
of the points, of course, that 3 is discussed is, What use can the United 
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States Government make of these foreign currencies ? There are 13 
countries in which we are active. I will be glad to give for the record a 
list of them. 

Mr. Roonry. Can you read them for us? 

Mr. Beers. Yes. 

Mr. Rooney. Please do. 

Mr. Beers. Austria, Chile, France, Indonesia, Israel, Norway, 
Pakistan, Philippines, Spain, Taiwan, Turkey, Vietnam, and Yugo- 
slavia. 

Now of those countries there are only four where there are any re- 
strictions on the use of the currencies at all. 


USE * FOREIGN CURRENCIES FOR PAYMENT OF DIPLOMATIC MISSIONS 


Mr. Rooney. Are we to understand that in the others you can use 
these foreign currencies for the payment of the expenses of our diplo- 
matic mission there? 

Mr. Beers. Exactly, sir. 

Mr. Roonry. And have you so used these funds in the past ? 

Mr. Beers. We have, sir. 

Mr. Rooney. Do you have a statement with regard to that? 

Mr. Brers. I have a statement here, sir, which will show all the 
currencies we have sold since this program began. For example, in the 
Philippines we have purchased $4.2 million worth of Philippine 
pesos, of which we have sold $4 million worth of pesos, on which we ac- 
tually realized a gain of $6,957. 

Mr. Rooney. I think it might be well, since this is the first time 
the House has ever held a hearing with regard to this program, if we 
had some information by way of exhibits—perhaps you have them 
there in your book—describing the situation with each of the various 
countries. 


COUNTRY AGREEMENTS FOR INFORMATIONAL MEDIUMS GUARANTY 


Mr. Beers. Mr. Chairman, I can give you now a list of all countries 
with which we have informational mediums guaranty agreements. I 
might say in not all of these countries has the program been active. 
However, here is a list of all the countries in which we have agreements 
and they are footnoted to show whether we hold any local currency 
balances or not. 

Mr. Rooney. It might be well if this were inserted at this point in 
the record. 
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( The docunent referred to follows :) 


Country agreements in force and dates when IMG was in active operation 


Country Program operative 


Austria pron r renee nnn nnn anno ii September 1948 to date. 
Belgium shiny Si ag cto nh ot ms ea ecniceased a genres Not activated. 
POUR WEE ee ois ok Sc cmap alpen aed Do. 
Burnie * 3 3 os es) SEL a a Do. 
RNs Sins. per cibiinahicnis Setaemagpnien coe May 1955 to date. 
DO iscicncinisn ini a chcteasateasahaeiiaee a Not activated. 
DIS weick ce Giscansticnabis acu ae aeae Do. 
Pred fei 0 ch a er AS August 1950 to date. 
OGRE Tis elise: sh eee eae September 1948 to December 1955. 
a ic lia laa tel aa a a Not activated. 
IIE 5x<..-: cicsiaseninsnap ada af wake ee Do. 
UNI so ssi. cin es cs aicen oases en ete Se acerca ee nae January 1956 to date. 
iGGG6. So S80 Ll ee June 1952 to date. 
LH ain iis de ren owt ees ede ms a eerie er ae 
A pe ee sitet alles xpacstcheiie eee Not activated. 


Luxembourg *_____~- sid inececcipainladaina i ane Do. 

Netherlands *_.........._____.__-_._---u_)’ Aprif 1946 to June 1954. 
POON WE bile ea iincmaokn J tirbicetcitetted October 1948 to date. 
PObiten 5.6.6 cas ons eee November 1954 to date. 


BC | Meer 
Portugal *____ ae winch ciehuasdoeeaaae Not activated. 

Spain eens : _..._...._... January 1957 to date. 
Sweden *___ V3 Soe ich, sas teas tee Not activated. 
TNT ss icin ic sie seis cuataNncecs ___________ February 1953 to date. 
Trieste ’ i ketenes ame ate ___. Not activated. 
‘Turkey __.. August 1955 to date. 
United Kingdom *__ se os amcia! csetictinacuitcinn GNOG MCC VEREE. 
Vietnam___- eh | ___.___.. April 1956 to date. . 
Yugoslavia ae vo eS ae | Be ee 


‘ No local currency balances as of Ms ry 31, 1957. 
4Contracts entered into June 1953 but later amended to become effective March 1955. 


Mr. Brrrs. This will give you a statement of the local currencies 
held in account by the Treasury of the United States as of May 31, 
1957. I now ean bri ing these figures down to date. We finished our 
June figures last Friday. It shows the dollar value of currencies in 
the Treasury's account as of that date. 


USE OF CURRENCIES GENERATED IN ISRAEL 


Mr. Rooney. I note that with regard to the agreement with Israel, 
ihese currencies generated could be used for such other purposes as 
agreed upon by the two Governments. Is that right ? 

Mr. Brers. That is correct, sir. 

Mr. Roonry. Have you ever had the use of these funds for any 
purpose in Israel ? 

Mr. Brerrs. Yes, we have. 

Mr. Rooney. In what regard / 

Mr. Brrrs. There are two programs that are currently being 
financed out of these funds. First is the local-currency expenses of the 
USIS in Israel. Second is the Fulbright program. I believe the first 
year the Fulbright program was authorized in aoe was last vear. 
i believe it is a 5-year program figured at $100,000 a year. The iirst 
nuthorization was Inst year, and there has been $100,00 0 in Israeli 
currency drawn down out of this account. 

Mr. Rooney. How much was used in the last year for USIS? 
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Mr. Berrs. I believe, sir, it was-in the neighborhood of $50,000. 

Mr. Roonry. How many people does USIA have in Isr: ael? 

Mr. Beers. I cannot answer that, Mr. Chairman. I would be’ glad 
to get the answer. 

Mr. Roonry. Will you please get it for us and insert it in the record ? 

Mr. Brrrs. Yes, sir. 

Mr. Rooney. And advise us in how many locations? 

Mr. Beers. Yes, sir. 

(The information referred to follows :) 

The USIS staff in Israel consists of 4 Americans and 24 locals. All are located 
in Tel Aviv. 

ITEMS COVERED UNDER MEDIA PROGRAM 


Mr. Rooney. This so-called media guaranty program covers items 
other than books, does it not ¢ 

Mr. Brrrs. Yes, sir. 

Mr. Rooney. It covers motion pictures ? 

Mr. Berrs. Yes, sir. 

Mr. Roonry. It covers magazines and periodicals? 

Mr. Beers. Yes, sir. 

Mr. Rooney. Does it cover records ? 

Mr. Beers. I can give you a percentage breakdown of the types of 
media covered, if you like. 

Mr. Rooney. Does it cover newspapers ¢ 

Mr. Beers. Yes, sir. 

Mr. Rooney. Do you have that information ? 

Mr. Berers. It is very short. I can give it for the record. I do not 
have copies to pass out. 

Mr. Roonry. The New York Times and the New York Herald Trib- 
une are in this program ? 

Mr. Berrs. Yes, sir. 

Mr. Rooney. This is over and beyond the USTA four-hundred-fifty- 
thousand-some-odd dollars presentation program; this is outside of 
that ? 

Mr. Beers. This is a completely separate program given to the 
USIA to administer. It is authorized under separate legislation. It 
is an entirely differ ent program. The categories covered under the 
program are these: Books, which includes scientific, technical, and 
educational books: paper-backed books, such as Pocket Books, New 
American Library, and other books totaling about 61 percent of all 
of our guaranty ; periodicals, about 17 percent ; newspapers, 1 percent ; 
motion pictures, approximately 18 percent: miscellaneous, which 
would include records, maps, globes, et cetera, 3 percent ; for a total of 
100 percent. 

Mr. Rooney. Would it be correct to say that the American taxpayer 
has been subsidizing the book companies, the newspapers, the motion 
picture companies, et cetera, at least to some extent ? 

Mr. Beers. Mr. Chairman, the only way I think you could view 
it as a subsidy to the American publisher or motion picture distributor 
is in the sense he is able to sell where he could not otherwise. A pub- 
lisher selling a hundred dollars worth of books bills at list price. He 
receives a hundred dollars for the sale of those books. I would say 
perhaps that the element that was subsidized would be the foreign 








225 

buyer rather than the American publisher in the sense that the foreign 
purchaser can buy these books more cheaply. I am sure you have 
seen the Atlantic and Pacifie editions of Time and they have cover 
prices printed for all countries in which they sell. That cover price 
is figured in local currency at the rate at which Time magazine is paid. 
In Israel it was 1 Israeli pound to $1 for quite a time. That cover 
price was figured at that rate. 

Mr. Rooney. If Time and Life were to get the cover rate, which 
we assume is at a profit, why do we need to subsidize them or pay them 
anything through this program ¢ 

Mr. Brrers. Sir, the losses that we incur in this program are a situ- 
ation over which we have no control in this sense: That if a program 
is going to operate, we will say, in country X and the rate that applies 
to the import of periodicals and books is 5 to 1 in that country, that is 
the rate at which books and periodicals are admitted through the cus- 
toms and the rate at which payment is made. 

If the rate available in that country to the United States Treasury 
for its expenses is 10 to 1, then we get half back on the currency we sell. 
We get half the dollars back we put out. This is a situation that ap- 
plies in connection with the rates of exchange that are in force. 

Mr. Roonry. Will you please furnish us with a statement showing 
the transactions since the outset of this program with the various 
American companies shown on this list ? 

Mr. Brers. Yes, Mr. Chairman. I do not know that I could have 
that by tomorrow. It is a pretty big job. We have written about 
2,000 contracts since this started and, of course, the program has been 
running since 1949. We can do it but it would take a little time. 

Mr. Roonry. I think the committee would be interested in having it. 

(The information requested will be compiled and furnished to the 
committee. ) 

Mr. Rooney. Do you have any questions, Mr. Preston ? 


DURATION OF CONTRACTS WITH VARIOUS COUNTRIES 


Mr. Preston. What is the duration of these contracts with the vari- 
ous countries ? 


Mr. Beers. There is no termination date, Mr. Congressman, in any 
one of our agreements. There is the provision in each agreement that 
says that the program will operate so long as our Government and the 
foreign government approve the contract applications. Actually we 
have terminated operations in three countries. They are Germany, 
Italy, and the Netherlands. In the Netherlands the program termi- 
nated m 1954 and in Germany in 1955 because dollars became avail- 
able for these types of imports. There is no longer any dollar blockage. 

Mr. Preston. What about the countries where the agreements have 
not been terminated? Do you contemplate that this program will con- 
tinue to go from year to year or is this considered to be a one-time prop- 
osition as far as Congress is concerned ? 

Mr. Berrs. Mr. Congressman, this program was created by the 
Congress. 

Mr. Preston. I am not prepared to challenge that statement. 

Mr. Beers. It was in the Economic Cooperation Act of 1948. The 
only limitation under which we operate it at the present time is that 
of the availability of our funds. 
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ORIGIN OF MEDIA GUARANTY PROGRAM 


Mr. Preston. Who gave birth to this idea originally; do you 
know # 

Mr. Beers. This came up in connection with the original hearings, 
I believe, on the Economic Cooperation Act and in the early days a 
guaranty program was first discussed in terms of an industrial guar- 
anty program which was designed to make it attractive for American 
investment to invest abroad. 

This program, of course, is still administered by the ICA. At some 
time during the congressional genesis of this program the informa- 
tional media guaranty aspect of it was inserted in committee on the 
Hill. 

Mr. Preston. Did the State Department propose it or USIA? 

Mr. Beers. No, sir; it was not proposed by any executive agency. 

Mr. Preston. Who did propose it / 

Mr. Brers. I presume it was proposed in connection with the guar- 
anty provision being discussed on the Hill perhaps by private inter- 
ests. We have never been able to really pin it down in the legislative 
history. It appeared during the course of committee hearings. 

Mr. Preston. What do you think of it / 

Mr. Beers. Well, sir, I have been in charge of this program in the 
information activity for 4 years. I think it is a great program. I 
think the results that it gets in the countries where it operates are 
absolutely spectacular. In m: iny instances it enlists the entire arsenal 
of American public-opinion industries into the information program 
abroad. 

Mr. Presron. Mr. Beers, I am not sure who you said you are with. 

Mr. Beers. The United States Information Agency. 


EVALUATION OF VARIOUS PHASES OF PROGRAM 


Mr. Preston. Which phase of this program are you so carried 
away with, the pocket books? Do these pocket books include our 
western stories and love stories? 

Mr. Beers. I have not touched on criteria. 

Mr. Preston. I am getting around to that by degrees. It does in- 
clude that kind of books? 

Mr. Beers. Yes, sir. 

Mr. Preston. Which phase of this program has so impressed you 
that you think it is a great program ? 

Mr. Beers. Well, sir, in certain countries—I will name one, Paki- 
stan—the impact of this program in Pakistan has had an effect. on 
the school system there. It has oriented the school system toward 
United States methods in the sense that commercial publishers have 
gone in there and developed textbooks in the local language, working 
with the local educators, and those books have been purchased by the 
Pakistani schoo] systems under this guaranty program. Over a 
third of all the guaranty goes for se ientific , technical, and educational 
books. 

Mr. Preston. Which part of the program do you think has done 
the most good, the dissemination of information through these various 
media or the expenditure of the local currency by our Government 
under a bilateral agreement ? 
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Mr. Beers. Mr. Congressman, of course, a good deal of the currency 
that has been expended so far has been expended i in the course of nor- 
mal Government operations. In other words, in many countries our 
local currencies have gone for embassy expenses already authorized 
under regular appropr riations. This is the first time, I believe, a spe- 
cial appropriation has been requested for the use of any of these IMG 
currencies. 

Mr. Preston. They have been used before in Israel, have they not 

Mr. ee Yes, sur, but under the regular government prograins 
there. I said USIS local expenses were financed out of these curren- 
cies. The expenditure of those currencies was provided for in the 
regular USLA appropiration. In other words, they had Israel pound 
expenses and used our Israel pounds. 

Mr. Preston. All these projects shown on pages 7 and 7a, are they 
new projects or have they been in existence before ‘ 

Mr. Beers. Let me turn this back to the State Department gentle- 
men who will testify on that. 

Mr. Preston. Are they new ‘ 

Mr. Karzen. In the main, these are new projects or extensions or 
additions of specific nature to existing projects. 

In other words, we reeommmended helping Technion Schoo] to 
build an American wing; it would be an extension of an existing facil- 
ity, but in and of itself a new project. 

Mr. Presron. Now, Mr. Beers, you said that you considered it more 
a subsidy for the local importer than you did for the American pub- 
lisher. 

The average American publisher or moving-picture producer is 
not too interested in taking certain foreign credits in exchange for 
his commodity. The chances are he would not. be doing business on 
such an extensive basis if he did not have a guaranty of the dollar 
equivalent for what he sold, would he ¢ 

Mr. Beers. That is right. 

Mr. Preston. Inescapably it amounts to a subsidy for the American 
businessman doing busimess in these countries / 

Mr. Beers. In the sense that he can sell more than he otherwise could, 
that is correct. 

Mr. Presron. Now this thing has been going up at a rapid rate. It 
must be attractive. 

Mr. Brrers. Mr. Chairman, may I go off the record a moment? 

fr. Preston. Just a minute before you do that. 

As shown on page 5, as of June 30, 1954, there was in the general 
guaranty account a little over $3 million. As of March 31, 1957, it is 
$8.5 million. It has been growing steadily each year, has it not ¢ 

Mr. Berrs. Yes, sir. 

Mr. Preston. Is it a fair statement, Mr. Beers, to say that if, since 
this is the first time you have come to Congress for authority to spend 
these foreign currencies, that this is the test as to what congressional 
policy is going to be about the use of these currencies, as to whether 
this is going to be a continuing proposition or whether those curren- 
cies are going to remain in the "Treasur v of the United States pending 
revision of existing agreements? Is that a fair statement ? 

Mr. Brers. Mr. C ongressman, Congress already made a statement 
of policy on the use of these currencies in the Mutual Security Act of 
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1956 in section 11, paragraph (d). I would be glad to read this. It is 
very short. 

Mr. Preston. That is the legislative committee you refer to? 

Mr. Brers. Yes, sir. 

Mr. Preston. You are talking to a different outfit completely today 
than when you go before the Foreign Affairs Committee of the House 
of Representatives. What they say and what we do is entirely dif- 
ferent. 

Mr. Rooney. Generally, perhaps? 

Mr. Preston. We have that right, at least. 

So, as a matter of fact, this is a matter of determination now as to 
whether we are going to continue this thing year in and year out or are 
we going to nip it in the bud before it blooms full blown. 

Mr. Berrs. You have that right, sir. 

Mr. Rooney. Will the distinguished gentleman yield / 

Mr. Preston. Yes. 


AMOUNT OF DOLLAR VALUES GENERATED BY ISRAEL PROGRAM 


Mr. Rooney. Is there not something unusual about the instant re- 
quest which concerns Israel in that so many more dollar values have 
been generated than in any of the other countries / 

Mr. Beers. Yes, Mr. Chairman. 

Mr. Rooney. In this connection, the program in Israel as of May 31, 
1957, showed that the United States Treasury acquired foreign curren- 
cies, Israeli pounds, of a dollar value of $4,818,152, and this is by far 
the highest amount shown on the exhibit which you handed across the 
table awhile ago. 

Mr. Beers. Yes. 

Mr. Rooney. I should like to insert this exhibit at this point in the 
record and ask that it be noted that this figure of $4.8 million compares 
with the next highest figure of but $506,000 in Pakistan. 

(The information referred to follows :) 


Dollar value of IMG ecquired foreign currency held by U. S. Treasury as of May 
31, 1957, and restrictions on the use thereof 


| 
Country Restrictions on use of IMG acquired currencies Dollar value 
Austria None (except for expenses of United States occupation force: $3, 643 
Chile | None ‘ 278, 473 
Indonesia. | Will be used for educational, scientific, and cultural activities for 129, 734 
mutual benefit of Indonesia and United States. 
Israel May be used for scientific, educational, and cultural activities and 4, 818, 152 
such other purposes agreed upon by 2 governments, 
Norway None 730 
Pakistan Will be used for scientific, educational, and cultural activities in 506, 476 


} consultation with Government of Pakistan and other purposes 
as agreed upon by the 2 governments. 
Philippines Free use of $2.8 million equivalent pesos annually. Excess of this 50, 266 
amount for educational, cultural, informational activities pro- | 
posed by 2 governments, 
| 
| 
| 


Spain None 9, 904 
Taiwan. do ; : ‘ 10, 227 
Turkey do 44, 566 
Vietnam do * | 10, 582 
Yugoslavia | do | 305, 206 


Total s sf 6, 168, 009 
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Mr. Rooney. Asa matter of fact, this is about 80 percent of the total 
in foreign currencies generated under this program ¢ 

Mr. Beers. That we have on hand, sir. 

Mr. Rooney. Yes. 

Mr. Brers. That would be correct, yes, sir. 

Mr. Roonry. Thank you. 


SIZE OF ISRAELI PROGRAM 


Mr. Preston. That raises an interesting question, Mr. Beers. Why 
is it that in Israel as against all of the other countries participating 
in this program the sale of publications and movies has been so much 
higher than in other countries? 

Mr. Beers. I would like to point out, Mr. Congressman, movies are 
not covered in Israel. This is entirely publications. 

Mr. Preston. Why is it so much higher in Israel, a very small nation 
having great economic difficulty, than in any other nation ? 

Mr. .Brers. It isa question that we have tried to find the full answer 
to. J'think the answer probably lies in the fact that the Israelis, those 
of them who are literate, are extremely literate in several languages. 

Mr. Rooney. The literacy rate there 1s very high. 

Mr. Beers. We estimate out of 1.5 million total population, approx- 
imately 750,000, leaving out children and the Arabs, and the illiterate 
Jews who came from Yemen, et cetera, approximately 750,000 are 
buying these books. This is as good an estimate as we can get. 

Mr. Roonry. I thought you were going to tell us the percentage of 
literacy. The literacy rate in Israel compares with ours to the extent 
of 90 percent or something like that. 

Mr. Beers. We have never really been able to get a completely satis- 
factory answer on this. 

Mr, Rooney. Eighty-five percent. I am now looking at the record, 
and it is 85 percent. 

Mr. Brrrs. I presume there would be some children in there, per- 
haps, whose pare nts might be buying the books for them. On the 
other hand, when this program first started in Israel, people queued 
up at the bookshops to buy children’s books as soon as they came in. 
When this program started, there were absolutely no American books 
available for sale there, Outside of Israeli publications, there was 
virtually nothing except Russian publications available for sale. When 
the program started, the circulation of American magazines began 
a steady climb. I admit freely that the results in Israel have been 
quite surpr ising, 

Mr. Covperr. Mr. Chairman, at this point might it be appropriate 
to query whether one of the reasons may not be the fact that the Israeli 
program began in June 1952 and Pakistan, the next largest, did not 
begin until 1954. That would, to some degree, explain the difference 
in amonnts, would it not ? 

Mr. Brers. It would, sir. I might say the pecennee in Israel is 
declining. It has shown a decline in fiseal year 1957 compared with 
i956. It will probably show a further duelbone in fiscal 1958. 

Mr. Preston. Do you know whether or not the Israeli Government 
has subsidized any importers in Israel? 











230 


Mr. Beers. I cannot answer that, sir, You mean for books and 
periodicals ? 

Mr. Preston. Yes. 

Mr. Beers. I do not think so, sir. I cannot state positively, but I 
doubt it. 

Mr. Preston. Has the Government subsidized distribution of any 
of these publications ? 

Mr. Berrs. I do not believe so, sir. 

Mr. Roonry. Is it the fact—there are so many bookstores in Tel 
Aviv; I never saw anything like it—that you can buy the same book 
cheaper there than in New York? 


CHANGE IN EXCHANGE RATE 


Mr. Berrs. I think you could at one time, but you cannot any longer, 
because the rate of exchange has changed from 1 pound to 1 dollar to 
1.4 pounds to 1 dollar, which amounted to approximately a 40-percent 
merease. This is reflected in the fact that in fiscal 1956 we issued $3 
million in guaranty contracts for Israel, and $1.7 million in 1957, and 
will probably show a similar decline in fiscal 1958. 

Mr. Preston. Every house must have a fine library. But we have 
not gotten in the program phase yet. I suppose that is all I have at 
this point, Mr. Chairman. 


AGREEMENT BETWEEN UNITED STATES AND ISRAEL 


Mr. Wiixrnson. Mr. Chairman, could I submit at this point the 
agreement as signed between the United States and Israel on June 9, 
1952? 

Mr. Rooney. Very well. We shi hall insert this copy of Treaties and 
Other International Acts Series 2588, Economic Cooperation, Infor- 
mational Media Guaranty Program, agreement between the United 
States of America and Israel, effected “by exchange of notes signed 
at Tel Aviv and Jerusalem, June 9, 1952, at this point in the record. 

(The document referred to is as follows:) 


{Treaties and Other International Acts Series 2588] 
ECONOMIC COOPERATION—Informational Media Guaranty Program 
Agreement between the UNITED STATES OF AMERICA and ISRAEL 


Effected by Exchange of Notes Signed at Tel Aviv and Jerusalem June ¢), 
1952—Entered into force June 9, 1952 with Related Notes. 


The American Ambassador to the Israeli Prime Minister and Acting Minister 
for Foreign Affairs 


AMERICAN EMBASSY, 

Tel Aviv, June 9, 1952 
No. 89 
EXCELLENCY : 

I have the honor to refer to conversations which have recently taken place 
between representatives of our two Governments relating to an informational 
media guaranty program pursuant to section 111 (b) (3) of the Economic Co- 
operation Act of 1948, as amended.[*] I also have the honor to confirm the 
understandings reached as a result of these conversations, as follows : 

The Governments of Israel and the United States of America will, upon re 
quest of either of them, consult regarding exports of informational media to 
—_—_——_—__—K“—— 


162 Stat. 144; 22 U. S.C. § 1509 (b) (3). 
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Israel proposed by nationals of the United States of America with regard to 
which guaranties under section 111 (b) (3) of the Economic Cooperation Act of 
1948, as amended, have been made or are under consideration. 

With respect to such guaranties, covering imports approved by the Govern- 
ment of Israel in accordance with the terms of the aforementioned section, the 
Government of Israel agrees that Israel pounds acquired by the United States 
Government pursuant to such guaranties will be freely expendable by the United 
States Government for scientific, educational and cultural activities and for such 
other purposes as may hereafter be agreed upon by the United States Govern- 
ment and the Government of Israel. 

Upon receipt of a note from Your Excellency indicating that the foregoing pro- 
visions are acceptable to the Government of Israel, the United States Govern- 
ment will consider that this note and your reply thereto constitute an agreement 
between the two Governments on this subject, the agreement to enter into force 
on the date of your note in reply. 


Accept, Excellency, the renewed assurances of my most distinguished consider- 
ation. 
4 


Monnetr B. Davis 
His Excellency 


Davip BEN GuURION, 


Prime Minister and Acting Minister for Foreign Affairs, For the State 
of Israel. 


The Israeli Prime Minister and Acting Minister for Foreign Affairs to the 
American Ambassador 


JERUSALEM, 9 June 1952. 
EXXCELLEN CY, 

I have the honour to acknowledge receipt of Your Excellency’s Note No. 89, 
dated 9 June, 1952, referring to conversations which have recently taken place 
between representatives of our two Governments relating to an informational! 
media guarantee program pursuant to Section 111 (b) (3) of the Economic 
Co-operation Act of 1948, as amended, and to confirm that the provisions set 
forth in that Note are acceptable to the Government of Israel, which considers 
Your Excellency’s Note and this reply as constituting an agreement between 
the two Governments on this subject, entering into force on this date. 

Accept, Excellency, the renewed assurances of my most distinguished con- 
sideration. 

D. BEN—GURION 
Prime Minister and 
\cting Minister for Foreign Affairs. 
His Excellency 
Mr. Monnetr B. Davis, 
United States Ambassador, 
Tel Aviv. 


The Israeli Senior Assistant Director General to the American Counselor 


MINISTRY FOR FOREIGN AFFAIRS 
HAKIRYA, ISRAEL 
HA/63571/62 28TH APRIL, 1952. 
DEAR KEELER, 
Arising out of our discussion this morning on the Draft Note regarding 
informational media, I am hereby putting in writing our understanding that 
the references to “guarantees” do not imply any obligation on the part of the 
Israel Government to convert into U. S. dollars the Israel pounds accruing from 
sales in Israel, or any portion thereof. 
It would be sufficient for you “to confirm this understanding, without the 
insertion of an explanatory amendment into the proposed text of the Note.” 
Yours sincerely, 
M. S. Comay 
M. 8S. Comay 
Mr. E. P. KEELER, 
The American Embassy, 


Ramat Gan. 
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The Israeli Senior Assistant Director General to the American Counselor 


MINISTRY FOR FOREIGN AFFAIRS 

HAKIRYA, IBRARt 

HA/633711/62 4TH JUNE, TOR. 
DEAR MR. KEELER, 

Further to my letter of April 28, 1952, concerning informational media guar- 
antees pursuant to Section 111(b)(3) of the Economic Cooperation Act of 
1948, as amended, I confirm the understanding arrived at in our discussions 
that the expenditure of Israel pounds by the United States Government for 
scientific, educational and cultural activities would include expenditure for the 
purchase, lease or alteration of premises for such activities. 

Yours sincerely, 
M. 8. ComMAy 
M. S. Comay 
Mr. E, P. KEELER, 
The American Embassy, 
Ramat Gan. 


The American Ambassador to the Israeli Senior Assistant Director General 


THE FOREIGN SERVICE 
OF THE 
UNITED STATES OF AMERICA 


ADDRESS OFFICIAL COMMUNICATIONS TO 
AMERICAN EMBASSY, 
Tet Aviv, ISRAEL. 
June 9, 1952. 
Mr. M. S. Comay, 
Ministry for Foreign Affairs, 

Hakirya. 
MY DEAR Mr. CoMAY: 

I have the honor to refer to your letter addressed to Mr. Keeler under date 
April 28, 1952 and to confirm your understanding that the references to “guar- 
anties” in our note regarding informational media do not imply any obligation 
on the part of the Government of Israel to convert into United States dollars 
the Israeli pounds accruing from sales in Israel or any portion thereof. 

Sincerely yours, 
MoNNETT B. DAVIs, 
American Ambassador 

Mr. Roonry. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Roonry. Mr. Clevenger ? 


PURPOSES FOR WHICH GENERATED FUNDS MAY BE USED 


Mr. Crevencer. Is there a guaranty that this amount of $3,516,000 
will be spent on the projects listed on pages 7 and 7a, or will it be just 
a method of reducing the obligations to the United States? 

Mr. Wirxtnson. The summary of projects ? 

Mr. Rooney. The question is, if the amount of $3.5 million requested 
were to be appropriated, would it be used specifically for the purposes 
set forth on pages 7 and 7a? 

Mr. Witxrnson. Yes. 

Mr. Cievencer. And they have the financial responsibility to ini- 
tiate and put these projects through ? 

Mr. Wriixinson. These projects were recommended to the Secretary 
by Mr. Katzen as a result of his trip. 

Mr. CLEveNGER. Are we establishing a precedent here? 


— 
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Mr. Witxrnson. I think I would like Mr. Katzen to answer that. 
Mr. Karzen. I would like to call attention to the fact 
Mr. CLEveNGER. You understand what I mean ? 

Mr. Katzen. Yes. I think you would have to relate that to the 
agreement, the rather unique and specific agreement entered into be- 
tween the United States and Israel which limits the use of these funds 
to educational, scientific, and cultural activities. ‘To answer your ques- 
tion as specifically as 1 can: It would seem to me you are allocating 
moneys, $3.5 million, out of the existing fund, funds that have accu- 
mulated and are lying idle in the bank in Tel Aviv. That would leave 
a surplus of—Mr. Beers can tell you how much would be left in the 
fund; there is an amount for the Fulbright program and others, 1 
think, but there would be a balance left. 

Mr. Cievencer. About a year from now you might well be back for 
that balance with another cultural program. 

Mr. Karzen. That may w = be so. 

Mr. Cievencer. And the year after that, and so on ad infinitum. 
Somebody was a better horse tr: rides than our Government. 

Mr. Preston. Will you vield for an observation at this point? 

Mr. Cievencer. Yes. 

Mr. Preston. That depends on whether Mr. Katzen goes back to 
Israel or not. 

Mr. Karzen. If I do, I will try to see that it is spent for the best 
purposes of the program. My concept of the original program—I 
think you have to separate the IMG program from the rest of the pro- 
gram—the original program was to spread Americana and our way of 
life in those countries in which we were seeking to spread our way of 
life, 

Mr. Rooney. Do you predicate that on the following language which 
IT shall read from the exhibit which has just been pl: ced in the record, 
on page | thereof: 





The Government of Israel agrees that Israel pounds acquired by the United 
States Government pursuant to such guaranties will be freely expendable by the 
United States Government for scientific, educational, and cultural activities and 
for such other purposes as may hereafter be agreed upon by the United States 
Government and the Government of Israel. 

Mr. Karzen. I would say—— 

Mr. Rooney. The answer is “Yes.” 

Mr. Karzen. Yes, I guess so. 

Mr. Rooney. You guess so? 

Mr. Karzen. I say yes. 

Mr. Rooney. That is the basis of this. 

Mr. Karzen. Yes, but the purposes—— 

Mr. Crevencer. I had about 37 years in the cloak and suit business 
before I came to Congress, and I can see where you might have these 
credits here, but is Israel in a position to spend these sums for that 
purpose ? 

Mr. Karzen. My understanding is you are not spending any dollars 
at all. You are not spending a single dollar, as T understand it. 

Mr. CLevenGceR. Yes, you are. 

Mr. Karzen. I speak as a layman, and forgive me if I am wrong, but 
my thought is you are approne iating technical dollars to buy Israeli 
pounds belonging to the United States. The fund is lying there until 
you gentlemen appropriate dollars to unfreeze it. 
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Mr. Brrrs. These currencies are already the property of the United 
States Treasury , and the appropr lation requested i is in connection with 
section 1415 of the Supplemental Appropriation Act, 1953, the so- 

called Rabaut amendment. 

Mr. Cievencer. We have just heard from another agency seeking 
additional funds for referees in bankruptcy; and I would say if I took 
collateral like that to buy suits and cloaks, I would get in the other 
bureau pretty soon, in bankruptey. I am just w ondering if the coun- 
try is ready to make good on this. Here are agreements on buildings, 
cultural centers, and all sorts of things. They are nice on paper if we 
could get that much. It is their money. 

Mr. Karzen. The fund is in Israeli pounds and belongs to the United 
States. That is right, it is their money. 

Mr. CLevencer. I am of Scottish extrac tion and it pains me to see 
anybody take an American foracleaning. Thisis a pip. 

Mr. Karzen. Congressman, if I may comment on your statement 
about the horse-trading aspect. of it, it is possible that some element 
of that did enter into it. Israel did put in this restriction that Israel 
pounds accumulated under the IMG program would not be used for 
anything except science, culture, and canna: 

Mr. Cievencer. Israel was not too considerate of our people when 
she started war with Egypt. She did not buy very much good will 
yr confidence there. If we had lost our head we might be involved in 
a world war right now. 

Mr. Couprerr. Will the gentleman yield? 

Mr. CLevencer. Yes. 

Mr. Couprrr. This contract was entered into a long time before my 
good friend and constituent became Secretary of State. 

Mr. Cievencrr. The present Secretary of State was not involved, as 
T understand. He is a poor enough trader, but he was preceded by 
somebody who was still more gullible. 

Mr. Katzen. May I say that when the purposes of a program are 
to win friends among the people of the various countries, not Israel 
alone 

Mr. Rooney. Off the record. 

(Discussion off the record.) 

Mr. Karzen. May I state that it is a restrictive agreement. 

Mr. Roonry. We shall now adjourn until 10 o’clock tomorrow 
morning. 





Tuespay, Juy 9, 1957. 

Mr. Roonry. The committee will please come to order. 

The first item with which the committee shall concern itself this 
morning is the one concerning which we had testimony on yesterday. 
It is the request in the amount of $3.525 million under the title “Edu- 
cational, scientific, and cultural activities in Israel, State, 1958.” 

Mr. Beers, do you have any of the information concerning which we 
made inquiry on yesterday ? 


NUMBER OF USIS PERSONNEL IN ISRAEL 
Mr. Berrs. I do, Mr. Chairman. I have the number of employees 


of the USITIS in Israel. All of them are located at Tel Aviv. There 
are 4 Americans and 24 locals. 





| 
' 
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COMPANIES HOLDING IMG CONTRACTS 


I would like to make a statement regarding the information you re- 
quested on the companies holding contracts for Israel and the pay- 
ments thereunder. 

In checking with our fiscal staff, it turns out that approximately $8 
million of these contracts have been closed out, and many of them 
have been sent to the dead records center that we have. 

We can get up this information, but I am afraid, Mr. Chairman. 
not in time for the record. As an alternative, we are preparing—— 

Mr. Roonry. I expect that the taxpayers would be very much in- 
terested to see who benefited as a result of this program. I think that 
is information the public should have. 

Mr. Beers. Mr. Chairman, we would be glad to supply it: it is just 
a question of time. It would take us about 5 days to assemble it. 

Mr. Rooney. Well, we will be here. You will have plenty of time. 

Mr. Brers. Very well, sir; we will get it to you within a week. | 
was thinking of the record closing tomorrow, and our not being able 
to have the information by that time. 

(The information requested follows :) 


INFORMATIONAL MEpIA GUARANTY PROGRAM-—ISRAEL 


Total guaranty contracts issued and dollar purchases of Israeli currency, by company, 
through June 30, 1957 


Total face Dollar pay- 
Contractor | amounts of jments for Israeli 
contracts currency pur- 
issued | chased 

Academic Press, Inc... $51, 000. 00 $25, 466. 14 
Acme Code Co., Inc_.. 337, 000. 00 | 240, 540. 65 
Addison Wesley Publishing Co., Ine 5, 000.00 |_. 
Aero Publishers, Ine 2, 350. 00 | 1, 203. 35 
American Biblical Encyclopedia Society, Inc 282, 750. 00 256, 124. 41 
American Book Sellers Agency 1, 000. 00 | 221. 99 
American & Foreign Trade Corp... 10, 000. 00 9, 993. 91 
American Jewish Committee, The 10, 600. 00 | 2, 933. 70 
American- Mitchell Fashions Publishers, Ine___ 9, 500. 00 2, 791. 31 
American News Co é 171, 500.00 167, 205. 58 
Amseo Music Pub lishing Co 67, 500. 00 | 46, 788. 23 
Areo Publishing Co 25, 000. 00 10, 508. 46 
Auriema, Inc., Ad ; 3, 000. 00 | 2, 025. 71 
Avon Book Sales Corp. __-. 95, 000. 00 | 51, 611. 32 
Baker & Taylor Co__.. WH), 000. 00 20, 099. 07 
Ballantine Books, Inc : 17, 000. 00 | i1, 890. 63 
Bantam Books, Inc = 225, 000. 00 126, 310. 88 
Bernett, F. A. & Bernett, I. B . 3, 600. 00 1, 680. 61 
Bloch Publishing Co., Ine . 15, 000. 00 1, 558. 58 
Boarts International Corp 2, 000. 00 
Book Exports, Ltd_- 35, 000. 00 3, 090. 1h 
Book Promotions . 7 : ae 723, 810. 00 565, 819. 93 
Boston Musie Co... - d 9, 000. 00 1,812. 56 
Capital Distributing Co ree 1, 000. 00 im 
Castle & Overton, Inc rs 72, 000. 00 71, 827. 45 
Central National Corp : 2015, 900. 00 240, 312 94 
Century Music Publishing Co_. ei 500. 00 , 
Chelsea Publishing Co. -- 16, 300. 00 5, 714. 29 
Crowell-Collier Publishing Co.- ; ‘ 278, 342. 00 115, 735. 86 
Curtis Publishing Co., The : 322, 340. 00 169, 738. 34 
Davis Book Wholesalers. : es _. 200, 000. 00 66, 766. 06 
Day Publishing Co., The 4 ’ 161, 824. 00 107, 978. 00 
Decca Records, Inc.. ao he c 2 5, 000. 00 4, 953.00 
Dell Publishing Co., Inc_.__.-- Seaaiettnit edes = eee 119, 200. 00 63, 925.15 
Denoyer-Geppert Co 4 i. ‘ ‘ a &9, 000, 00 66 299, 15 
Doubleday & Co., Inc oa ; 260, 000. 00 192, 019. 00 
East European Fund, Inc., The 78, 000. 00 17, 908, 89 
Editors & Engineers, Ltd : x oa 1, 500. 00 1" 000 oo 
Encyclopedia Britannica, Inc : eae a 156, 500. 00 109, 532. RF 
Encyclopedia Britannica Films, Ine ood ; 413, 000. 00 17, G80, 36 
Faxon Co., Inc., F. W as ir aie ia ona . pela 73, 000, 00 68, 708, 81 


See footnotes at end of table, p. 237. 
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Total yuaranty contracts issued and dollar purchases 
company, through June 30, 1957—Con 


Contractor 


Feffer & Simons, Inc | 
Feldheim, Philipp | 
Fischer, Inc., Carl 

Forward Association, The 

Goldman, Sam. 

Goldman-Otzar Hasefarim Ine., § 

Farband Book Publishing Association, Inc. 

Fawcett Publications, Inc 

Goslava & A. J. Stybel Foundation for Hebrew Literature, Inc., The 
Greenberg Publishers. 

Grune & Stratton, Inc j 
Haagens, Gerard E 

Harcourt, Brace & Co., Ine 

Harper & Bros 

Hearst Corp., The 

Hebrew Publishing Co., The 

Hillman Periodicals, Inc 

Hoeber, Inc., Paul B__ 

Informational Media Purchasing Co 

Intercultural Publications, Inc 

International College of Surgeons, The 

International Correspondence Schools, World Limited, Ine 
International Music Co 

Interscience Publishers, Inc { 
Jewish Labor Committee 

Jewish Theological Seminary of America, The 

Johnson, Inc., Walter J 

Journal News Corp 

Kalmus Orchestra Scores, Inc., E. F 

Katz, Menvhert 

Kleiman, Saul 

Lana Lobell, Inc. (Cosmos. Ltd 

Lea & Febiger 

Lippincott Co., J. B 

Little Brown & Co 

McGraw-Hill Book Co., Inc 

McGraw-Hill Publishing Co., Ine 

Macmillan Co., The 

Marks Music Corp., Edward B 

Merkos L’Inyonei Chinuch, Inc 

Monde Publishers, Ine 

Monsky, Jacob 

Moore-Cottrell Subscription Agencies, Inc 

Morehouse Associates, Ine 

Mosby Co., C. V 

Museum Publications, Inc 

New American Library of World Literature, Inc 

New World Club, Ine 

New York Herald Tribune, In« 

New York Times Co 

Nystrom & Co., A. J 

Ottenheimer, I. & M 

Pietro Deiro Accordian Headquarters 

Pines Publications, Inc 

Pocket Books, Inc.! 

Popular Mechanics Press 

Praeger, Inc., Frederick A 

Prentice-Hall, Ine 

Princeton University Press 

Prior Co., Inc., W. F 

Purchasing Service, Inc } 
Reader’s Digest Association, Inc.. The 

Research Institute of Religious Jewry, Inc 

Sann’s Publishing Co 

Saunders Co., W. B 

Schirmer. Inc., G___. | 
Schultz, Albert____- | 
Seymour Mittlemark Organization, Inc., The | 
Shulsinger & Bros., Linotype & Publishing Co } 
Sklarskyv, Morris § 

Snyder & Co., Inc., Henry M.2.. | 
Time, Inc Ji2323 | 
Tomkins Transcontinental Service, J. E_. } 
Ungar Publishing Co., Frederick ! 
United World Films, Ine 

Van Riemsdyck Book Service, Ine 

Vox Productions, Inc 


See footnotes at end of table, p. 237. 
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10, 000 
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85, 000. 


145, 210 
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10, 000. 
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40 28, 955. 17 
00 17, 342. 62 
00 | 78, 300. 79 
00 22. 448. 58 
00 7, 373. 7 
00 | 5, 557. 83 
00 | 6, 733. 14 
00 | 15, 507. 50 
00 | 2, 590, 20 
00 | 132, 00 
00 3, 243. 40 
OO | 15, 181. 18 
00 | 45, O87. 75 
33 | 5, S91. 63 
00 | 5, 000. 00 
00 | 13, . 25 
00 | 3, 00 
00 | 8, ¢ is 
7 63, 323. 71 
00 454. 41 
mn 3, 431. 80 
00 25, 724. 28 
oo 

00 

OO | 236, 026. 52 
00 86, 392. 29 
00 180, 663. 55 
00 6, 190. 34 
00 192, 417.00 
00 57, 150.00 
00 4, 926. 32 
m A, 934. 61 
OO | 1, 000. 00 
00 18, 974. 93 
on 377, 704. 5 
00 | 184, 248, 21 
00 10, 562. 80 
00 11, 706. 38 
00 | 45. 80 
ww O12 &2 
00 | 223. 65 
00 9 ORR. 5) 
00 | 23, 875. 49 
00 | 387, 43. 76 
Oo | 5, 000. 00 
00 | 43, 612. 22 
00 | 20, 924. 40 
00 | 37, 117. 25 
00 6, 715. 53 
00 | 11, 932. 72 
00 257, 444. 81 
oo; . 

00 | 108, 632.90 
00 54, 0O8, 32 
00 69, 973. 60 
00 139, 348. 40 
.00 2, 653. 75 
00 40, 709.15 
00 30, 938. 66 
00 | 2, 569, 448. 35 
00 231, 293. 74 
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Total guaranty contracts issued and dollar purchases of Israeli currency, by 
company, through June 30, 1957—Continued 


Total face Dollar pay- 
Contractor amounts of |meonts for Israeli 

} contracts | currency pur- 

issued | chased 
j 

Weekly Publications, Inc.............-------- x aaa $57, 000. 00 $29, 613. 60 
Westminster Recording Co., Ine.__-- idl 5, 000. 00 | 4, 950. 00 
Wiley & Sons, Ine., John.._....--- | 107,000. 00 | 86, 299. 07 
Williams & Wilkins Co., The Ave powddebe ; oul 34, 700. 00 21, 326. 97 
Wolf Sales... eae © >< emeehs a eo 5, 000. 00 5, 000. 00 
Year Book Publishers, Inc., "The ; a { 55, 000. 00 | 39, 103. 24 
Total..._- is ‘ ai dination psitiliaicelieselleistchaie ‘ 13, 727, 654. 44 9, 879, 493. 84 


| 


! Contracts also issued in the name of Affiliated Publishers, Inc., a wholly owned subsidiary. ; 
‘Under these contracts, this company acted as exclusive export agency for approximately 160 American 
book publishers. 


USIS BUDGET IN ISRAEL 


Mr.. Rooney. Do you have the figures with regard to the USIS 
budget in Tel Aviv? 

Mr. Beers. Mr. Chairman, I can get it on the telephone if you 
would like for me to call. 

Mr. Rooney. Would you please insert that information at this point 
in the record ¢ 

Mr. Beers. I will be glad to, sir. 

(The information requested follows :) 


Kor fiscal year 1958, the general operating expense budget and allocation for 
the salaries of United States employees in USIS Israel total $134,813 


METHOD OF DISBURSING APPROPRIATIONS 


Mr. Roonry. With regard to the requested appropriation of $3.525 
million, I wish someone would explain the mechanies of the disbursing 
of this money in the event the requested appropriation were to be 
approved. 

Mr. Witxinson. Mr. Chairman, I think I will ask Mr. Simmes, our 
administrative officer in the public affairs area, to answer that ques- 
tion, because they are charged with that, if I may, sir. 

Mr. Roonry. Let me put it this way: If the Congress were to ap- 
propriate the $3.525 million requested, those dollars would be used 
to purchase the Israeli pounds which were generated under this media 
guaranty program ¢ 

Mr. Somes. Yes, sir. 

Mr. Rooney. Then what happens / 

Mr. Srumes. Then those pounds are made available to the United 
States Ambasador in Israel who will be authorized to make grants-in- 

aid for each one of these specific projects when he is assured, and can 
assure himself that the funds will be used exclusively for the purpose 
for which the grant-in-aid is made, and he has the right of audit and 
the right of inspection at all times to be sure that the money is used 
for that purpose, and that purpose only. 


Mr. Roonry. He would be the disbursing officer to draw checks on 
the Israeli pounds? 


Mr. Srumes. That is right, sir. 
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CRITERIA USED IN SELECTING PROJECTS 


Mr. Rooney. Now, someone—I take it Mr. Katzen has been 
nominated—will please describe the method used in arriving at the 
“Summary of projects” through grants which is contained on pages 
7and7 (a) of the justifications . 

Mr. Karzen. Well, now, Mr. Chairman, certain basic criteria were 
developed in connection with each of these projects. 

May I as a preface say to you that when I went to Israel, I made it 
clear that all the scientific, cultural, and educational institutions 
which felt qualified and fitted within the formula which I will set 
forth in a moment or two should submit their proposals to me per- 
sonally at the Embassy where I had my headquarters, or to write to me, 
and the criteria that we established to consider the various proposals: 
and may I say parenthetically that originally there were 277 proposals 
made—— 

Mr. Rooney. How long were you in Israel ? 

Mr. Karzen. Seventeen days, actually, but the time which. was 
spent in evaluating and judging and coming up with the final. pro- 
posals actually took 5 months. I think my report was made July 14. 

Mr. Rooney. Do you have a copy of your report ¢ 

Mr. Karzen. Yes. 

Mr. Rooney. May we have it, please ? 

Mr. Karzen. Yes, sir. 

The basic criteria for consideration of these various projects were : 

{1) That the projects had to be in the scientific, educational, and 
cultural field. 

(2) That they should be calculated to create closer ties between the 
United States and Israel in the particular field. 

(3) That the project should be specific rather than general in nature. 
Lalso invited alternative projects. 

(4) That the project or the request for consideration should be in 
a specific and definite sum, and supported by reasonable detail. _ 

Now, these were the criteria that I had set forth while I was in 
Israel. 

When I came back, and when the broad outlines of the program that 
I submitted first began to emerge, I discussed this matter with the 
Director General of the Prime Minister’s Office in Israel when he 
was in Washington, and he and I reached an agreement on all the 
essential points, and as the recommendations were brought to the final 
stage, contact was made with the economic counselor of the Israel 
Embassy. 

The additional criteria that we established were that each individual 
proposal should demonstrate an affinity between the United States 
and Israel, thus contributing to friendly relations between the people 
of the two countries. 

(2) To assure the proper impact, the individual proposal should 
provide something new and not merely continue something already in 
effect. 4 

(3) The program as a whole to be effective should contain elements 
appealing as much as possible to all the major social groups within 
Israel society. ‘ 

(4) The geographic distribution of the projects should be taken 
into consideration. 
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A large number of fine projects were proposed for Jerusalem, for 
eX: umple, but to accept them all would have denied benefits to other 
parts of Israel, and fail to demonstrate the interest of the United 
States in those areas. 

It was also necessary to consider the availability of existing facilities. 

Help toward the construction of a law library at Tel Aviv appeared 
justified, for example, although a similar request for Jerusalem was 
not considered of equal priority because existing facilities were more 
nearly adequate. 

May I add this, if I may, Mr. Chairman, as to the plan of coverage 
of these various projects, and how they were developed : 

First, there was consideration given to the use of the Israeli pounds, 
which would reduce the need for new appropriations. They were 
given a sort of top priority. 

The Government of Israel and a number of agencies in our own 
Government expressed particular interest in setting up chairs in 
American studies at Israeli universities: also in a book translation and 
publishing program and in the construction of the United States 
cultural center at Tel Aviv. 


JUSTLFICATION DATA ON PROPOSED PROJECTS 


Mr. Preston. Mr. Chairman, may I suggest if he is going to refer 
to each of these projects at this point by “simply reading ‘the titles 
of them, that he might save some time in discussing them in more 
detail on direct examination as we go along. There are a large num- 
ber of these projects, and it will take some time for him to read them, 
alone. 

I would further suggest, Mr. Chairman, that it would be appropri- 
ate to put the description contained in the justifications in the record. 

Mr, Rooney. You are referring, Mr. Preston, to the pages of the 
justifications beyond page 7 (a) ? 

Mr. Preston. Yes, sir. 

Mr. Rooney. You would like those inserted at this point in the 
record ? 

Mr. Presron. Yes, sir; I realize they are quite lengthy, but I would 
think they will serve a useful purpose. 

Mr. Roonry. Very well. They will be inserted at this point in the 
record. 

(The pages referred to follow :) 


Chinirs: ini’ Teel Gir Vierar e rakntt cs ce nleese teconiwada : x, | @am, 222 

To finance the establishment of chairs in American studies at 
Hebrew University, Weizmann Institute, the Israel Institute of 
Technology (Haifa Technion), Bar-Ilan University, and the Uni- 
versity of Tel Aviv. 

It is proposed that chairs be established on a grant basis for 
a period of from 3 to 5 years. Chairs in American civilization, 
history, literature, Government, and/or industrial management 
would be set up to present the American way of “eka = the 
university level, thus acquainting future leaders of Israel with 
the culture and accomplishments of the United States. 








Translation and publication program- 


American-Israel Friendship League, 


Artists village (B’nai Zion Foundation), Ein Hod- 


Association of the deaf and mute in Israel 




















Bar-Ilan University_ 


Beth Esther___-_ 
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These funds would be used to “provide ‘grants to finance e the 
translation of American and world classics into Hebrew ; at least 
50 percent of these translations would be of American books, 
including translations of American textbooks and technical man- 
uals which would be used by workers and foremen in industry. 

The translation of technical books would be helpful in encourag- 
ing private initiative in industry, and in spreading American tech- 
nical knowledge to the worker level in Israel. 


University and teacher-training scholarships_--...-.--..-.--------- 


To provide grant financing to Israel institutions for scholar- 
ships to be awarded to Israeli to attend Israel University over a 
period of 3 to 5 years. The institutions that would participate 
are the Hebrew University, the Weizmann Institute, the Israel 
Institute of Technology (Haifa Technion), Bar-Ilan University 
and the University of Tel Aviv. Scholarships would be made 
available for courses of study which would contribute to closer 
United States-Israel understanding. 

I ee Bei a cacea enctetnsceecomines 

To provide club premises for the league at Beersheba. 

The league is the counterpart of the America-Israel Society 
in the United States. Its aim is to further friendship and un- 
derstanding between Israel and the United States, By providing 
quarters for the activities of the league in Beersheba, where there 
are increasing numbers of new immigrants, the league would 
reach an important element of the Israel population in a newly de- 
veloping area. 

To construct a ceramics kiln and/or build and equip a studio 
building. 

This project gives support and encouragement to painters, 
sculptors, and other artists working in ceramics, metal, weaving, 
ete. American artists frequently visit and work in the village. 
where a house has been set aside for their use to facilitate cultural 
exchange between the two nations. 

To complete the construction of the Helen Keller Home, which 
will serve as the center of the activities of the association, and 
where professional training will be given to those who are physi- 
eally handicapped. 

This project would assist in training persons requiring deep 
sympathy, care, and skilled help before they can progress toward a 
useful life in the community. The training of the deaf and mute 
has long received wide support in the United States, where tech- 
niques have been eet which are used throughout the world. 


To build an Americ an science wing to house laboratories for 
the physical sciences 
Bar-Ilan University is a relatively new institution which is in- 
troducing the American college system into Israel, It plans to 
facilitate the exchange of students between Israel and the United 
States and to make a special effort to create a cultural bridge be- 
tween the two countries. 


Beth Emmanuel Museum, Ramat Gen________ 


To add another floor, which will be used as an art gallery, ‘to 
the museum building now being constructed. 

The museum plans to dedicate a large room to American art. 
This will be useful for exhibitions of American artists’ work and 
is expected to be an important means of showing to Israel the art 
and culture of the United States. 


To purchase a building where orphaned girls will be housed. 
This home takes care of, educates and trains in useful occeupa- 
tions, homeless girls, nrainly from Oriental countries. The pro- 
posed allocation would allow the institution to buy another build- 
ing, where 40 or 50 additional orphaned girls may find a home. 


55, 556 


13, 889 


- = 
27, 778 


60, 444 


41, 667 


8, 333 
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Beth Ha’am, Jerusalem__ ae ees si ta en eres $27, 775 
To help complete the cultural center in Jerusalem. 
This is a nonpartisan center which will serve as a meeting place 
for people in Jerusalem coming from a wide variety of cultural 
backgrounds. [Educational and cultural lectures, courses and 
seminars ure to be held in the center. 
Beth Hanoar Haivri (YMHA: YWHA), Jerusalem.______-.__--_-_- 5, 556 
To assist in teaching the English language. 
Most youth organizations in Israel have local political connec- 
tions, but Beth Hanoar Haivri, which has 600 members in Jerusa- 
lem and is affiliated with the world Federation of YMHA’s is en- 
tirely nonpolitical. It is proposed that a grant be made to permit 
this organization to add the teaching of English, both through its 
classes and its dramatic group, to its other activities. 
B'nai B'rith (Yehouda Halevy Lodge), Tel Aviv 27, 778 
To assist in financing a revolving scholarship loan fund. 
The applicants benefitting from this fund would be those who 
would otherwise be unable to continue their studies. The fund, 
as a revolving fund, would make its impact felt in Israel for 
many years. 
Boys’ Town, Jerusalem____-----~- 
To purchase equipment for training boys in carpentry and asso- 
ciated trades. 
Boys’ Town in Jerusalem cares for homeless boys and trains 
them for useful lives. It is modeled on Father Flanagan’s Boys’ 
Town in Nebraska. Through the purchase of equipment which 
will be used to teach them a trade, additional underprivileged 
boys would have an opportunity to become productive, useful 
citizens. 
Chinuch Atzmai (elementary school system). ___ a Sa ‘ 216, 667 
To establish courses in American history, and to support the 
teaching of subjects contributing to an understanding of American 
ideals, 1 
Chinuch Atzmai is an independent school system in Israel. It 
proposes to introduce courses in American history, and American 
ideals are to be disseminated to Israel youth who at present have 
little or no instruction in subjects dealing with American life. 
Community centers, Nazareth, Kiryat Shmone____-._-_____________ 138, 889 
To construct and provide basic equipment for community cen- 
ters in Nazareth and Kiryat Shmone. The buildings would con- 
tain an auditorium for lectures, dramatic performances, and meet- 
ings; a library: a reading room and necessary service rooms. 
The Government of Israel has undertaken to provide the land 
and unskilled labor for these centers. 
The center at Nazareth would serve a large Arab population 
where there are few community amenities and facilities. It is an- 
ticipated that the center would heip counteract the influence of the 
Communists among the population of Nazareth, and contribute 
toward the reduction of local tensions. 
The center at Kiryat Shmone in the northern Galilee would 
serve a large population of recent immigrants and would be a 
; center from which western culture and ideas could be dissemi- 
nated, especially among Jews who have emigrated from the East. 
Council of the Sephardi community, Jerusalem___._........------- 13, 880 
To construct a wing to the postgraduate college, Beit Harashall, 
to be devoted to the study of English, American jurisprudence, 
and constitutional government. 
The Sephardic community in Israel is influential and well re- 
spected. Through the expanded study of English and American 
law and government, this important source of community leader- 
ship will be given an appreciation of American life and thought. 


IE 
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$s, united service, Beersheba______-_ 

To complete the construction of the HI AS (Hebrew Immi grant 
Aid Society) hostel in Beersheba and to finance the purchase of 
equipment which can be procured locally. 

HIAS is expanding its activities to the rapidly developing 
Negev, where there are many new immigrants. A hostel in Beer- 
sheba would provide American-connected services to people who 
would not otherwise be reached. 
assah Medical Organization___.______ Re i ke EES Bh) OU? 

To assist in the construction of an Ameri ic an wing to the ‘mother 
and child center of Hadassah. 

The Hadassah Medical Organization, an American organization 
which has for many years been active in the medical and social 
welfare fields of Israel, is planning a mother and child hospital 
in connection with its medical center in Jerusalem. ‘This assist- 
ance would make an important contribution toward the completion 
of this American-sponsored institution. 


Finite Deemer oo eg ee 


Haz 


To construct a cultural center which would ‘include a library, 
auditorium, gymnasium, and so forth. 

This project, which is sponsored by the Haifa Municipality, 
would have an impact on the growing city of Haifa and the sur- 
rounding area. The Haifa authorities plan to encourage the use 
the facilities of the new center by the fairly large Arab popula 
tion in that region. Through the center’s use by both Arabs and 
Jews, the center is expected to serve in bringing the 2 groups closer 
together. 
am a Ee ha ae se ee od besa oe au 

To support a choir asse “anbly ‘sponsored by Hazamir. 

Hazamir is an educational, public, nonprofit body which spon- 
sors the World Assembly of Jewish Choirs. Both American and 
Kuropean choirs participated in 2 preceding festivals, and, with 
the proposed assistance, a festival can be held which will attract 
a large foreign attendance. United States interest in cultural 
activities would thus receive unusually widespread attention. 


> Tr ih oe ee Be eae ee tt Se 


To construct and equip a teachers training high se school. 

This school will be 1 of 3 schools affiliated with the School of 
Education of Hebrew University. It is to be used for training 
teachers and setting standards for education in Israel. The build- 
ing would be named for a great American educator such as John 
Dewey or William Kilpatrick. 


Home for bund Jewisn frit... 3. or oF Es se 


To furnish equipment for and to support the work of the Wo- 
men’s League for Israel among the blind. 

This work is centered at the Batei Haluzot in Natanya, where 
blind girls are housed and. given vocational training in order to 
prepare them for an existence of dignity and self-support. At 
present they are taught weaving, bookbinding, and music, and 
they are given courses in braille and primary subjects. The pro- 
posed allocation would help to expand the home’s facilities. 


Israel-American Archeological Foundation___..-_.-._._-______--__- 


To restore the historical sites of Megiddo (Armageddon) and 
Montfort (Crusader) and to finance a limited restoration of Su- 
beita (Nabatean) ; to suport joint Israel-American archeological 
expeditions and excavations in Israel, especially in the Negev. 

Those restorations are expected to call widespread attention 
to these historical sites, and would be important tourist attrac- 
tions. 

With respect to the fieldwork, preliminary surveys indicate 
that there is a tremendous amount of archeological exploration 
to be carried out in the Negev, as well as in other parts of Israel, 
from which information may be gained which would contribute to 
a deeper understanding of our Judeo-Christian heritage. 


$25, 000 


105, 556 


13S, SSO 


111, 111 


rr 
ww 





| 
| 






















RI 


eee nen ree = 





243 


Israel-American Museum Foundation_—__.-.----------- ee a es 
To construct a museum which would house the antiquities of 
Israel and its art treasures, and make it possible for them to be 
studied and enjoyed by all visitors to the museum. It would also 
provide facilities for scholars and laymen interested in studying 
archeological problems. 

This project would serve as a center for historical studies and 
would be an important tourist attraction. It would fill a long- 
felt need in Israel, where priceless treasures and archeological 
tindings are unusable for lack of display and study facilities, and 
provide a permanent monument to American interest in art and 
antiquities. 

Israel Bar Aocl@tiotin cciecdnkncmidaths ties betwee 

To erect a library wing to house an American law library. 

In this period of transition, when Israel is modifying its legal 
system and practice from that established by mandate, an Ameri- 
can law library would be most helpful to the attorneys and jurists 
of Israel and would promote the understanding of the American 
legal system. The association has proposed naming the wing 
after the late Justice Louis Brandeis. 

Israel Boy Scoute Asmociationinssaicd nk ppt enigigi ep esicindce 

To develop the Central National Camp for Israel Boy Scouts. 

The principles of scouting are representative of the highest 
ideals of western culture and civilization; this project would help 
instill these ideals into the youth of Israel. 

Israel Conservatoire and Academy of Music, Tel Aviv___.-------~-~ 

To construct a classroom building for the conservatoire on land 
allotted by the Tel Aviv Municipality. 

The conservatoire serves as a training school for musicians, 
many of whom are preparing for positions with the Israel Phil- 
harmonie Orchestra. The love of the Israelis for music makes 
this a particularly appealing project for American support. 

Israel Foundation for Infantile Paralysis.._................-...-_. 

To purchase a bus of local manufacture. 

The means to transport those crippled by infantile paralysis 
to and from rehabilitation centers and educational instructions 
is needed by the foundation. The bus would also be used to trans- 
port books and other equipment to the crippled who live at a 
distance from the foundation. American assistance would thus 
serve both humanitarian and educational purposes. 

Israel Institute of Technology (Haifa Technion) ~~ .._.__-___-_____ 

To erect a hall of humanities and social sciences, which would 
include the department of pedagogy for training instructors for 
vocational high schools 

For some 30 years the Technion has been devoted to the pro- 
fessional training of engineers. It is now transferring its activi- 
ties to a new location on Mount Carmel, where it is endeavoring 
to broaden both the scientific background and the general educa- 
tion of its students. An American-type curriculum would be 
added which would develop a sense of the economic, human and 
nonscientifie aspects of the managerial and engineering functions. 

dtfubalem School. of Archeology... ey si! 

To finance archeological expeditions in Israel. 

The Jerusalem School of Archeology is a branch now being 
organized by Hebrew Union College, Cincinnati, which for many 
years has participated in archeological expeditions in Israel. It 
is particularly noted for its work in the field of biblical arche- 
ology. Its work should be closely coordinated with the work of 
the Israel-American Archeological Foundation. 

Kfar Silver Agricultural Training Institute__ SAS ERS. eR ae 

To construct an agro-mechanies building, workshop and ear- 
pentry shed, a medical clinie, and physics, chemistry and biology 
laboratories building. : 

This agricultural training institute is named in honor of the 
prominent American Jewish leader, Rabbi Abba Hillel Silver. It 
encourages private enterprise in agriculture and trains students 


+ 


for agricultural employment. 


$833, 333 


27, 778 


5, 556 


16, 667 


166, 667 


27, 778 
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Kinneroth Esco Music Center (Ein Gev) 


Pardess Katz Maabarah____ cata 
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Tel Aviv Cultural Center___ 


Torah Shelemah Institute 


Water desalting research 


World History of the Jew ish People 
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To complete the concert hall at Ein Gev w here 1 music festivals 
and concerts are held. 

The various festivals held at Ein Gev, patterned on Tangle- 
wood, are outstanding in the enltural and musical life of Israel. 
They attract a large audience from Israel and abroad. Aside from 
its national and international appeal, the center serves as a point 
from which western culture is disseminated among the residents 
of the area 

To construct and equip a nursery. 

The operation of nurseries for underprivileged children and 
orphans is carried on by the Agudath Israel Organization. The 
construction of a nursery would not only be a worthwhile humani- 
tarian activity but would appeal strongly to an influential group 
in Israel. 

To set up a permanent summer camp for underprivileg red chil- 
dren. 

P’eylim is an organization of American student volunteers in 
Israel which is working toward the integration of the new immi- 
grant children in Israel, while advancing American ideals 
of openmindedness, fair play and democracy. A permanent 
summer camp where its activities could be expanded and coordi- 
nated would do much to carry out this useful work. 

To construct and equip a laboratory which is intended to serve 
as a pilot project and which would help to guide Israel educators 
in planning the curricula of Israel high schools. 

It is proposed to name the laboratory after the American states- 
man and scientist, Benjamin Franklin. A laboratory of this type 
would be a demonstration project in planning for future scientific 
education in the high schools of Israel. 

To assist in the completion of the Tel Aviv Cultural Center, 
which will serve as a gathering point for civic and enltural groups 
in Israel and will house the Israel Philharmonic Orchestra. 

The large foyer will be made available to the United States 
Embassy in Tel Aviv for meetings, receptions, etc. This project 
is sponsored by the municipality of Tel Aviv, and will serve as a 
major center identified with the United States, for eulture and 
education in Israel as a whole. 


To purchase locally a valuable library of 4,000 volumes to add to 
the research facilities of the institute. 

The institute is sponsored by the American Biblical Encyclope- 
dia Society for the purpose of fostering biblical research. The 
membership of the organization ineludes well-known scholars and 
community leaders. The purchase of this library would assist the 
institute in translating and publishing biblical literature of inter- 
est to both the Jewish and Christian community. 


To finance a program of scientific research and dey elopme nt in 
the demineralization of brackish and sea water. 

This project is to be carried out through a grant administered 
by the Weizmann Institute and would he related to the desalina- 
tion research of the United States Department of the Interior. 
The results of this study should be of value to both the United 
States and Israel 


To finance historical research on the Jewish people. 

The overall objective of this special organization, operating un- 
der the name “World History of the Jewish People,” is to publish a 
comprehensive new history of the Jewish people, of which (1) a 
part is to be devoted to the establishment of the State of Israel, 
and (2) the part the United States and American Jewry played 


init. It is proposed that assistance be provided toward the latter 


work. 


BO. 56 


166, 667 
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111,111 


41. 667 





| 


245 


Young Men’s Christian Association—Nazareth_-_-_-_ 
To provide a building for the Nazareth YMCA. 
The Young Men’s Christian Association in Nazareth is under 
the administration of the American and Canadian national board. 
While the organization is already carrying on useful work in 
Nazareth among the Arab population, it is believed its influence 
would be materially increased if it had more suitable quarters at 
its disposition. This would help it to combat the influence of the 
Communist elements which are active in that area. 
Zebulon: Israel. Seatarinag BOCweey aici eck ee cee Fae 5, 556 
To repair engines which the society can then use to expand its 
practical training activities. 
The society was founded to train young men in seamanship. It 
has maintained ties with similarly interested groups in the United 
States. The proposed grant, while small, would enable it to oper- 
ate with greater effect. 
Zionist Organization of America—Tel Aviv_____----__------------~-- 41, 662 
To establish a bureau of information on America, to establish 
classes in English and American literature, to finance seminars on 
American topics, and to reconstruct the library, theater, and con- 
cert hall of the ZOA House, Tel Aviv. 
The ZOA House in Tel Aviv is sponsered by the American Zion- 
ist Organization. The proposed grant will make it possible for this 
organization to interest many additional people in the United 
States and in the English language. 


-! 


w 
to 


Total projects'on grant basis... oes klk 3, 516, 667 


ADMINISTRATION 


Inasmuch as this program is largely to be operated on a grant basis, 
it can be supervised through the American Embassy staff in Tel Aviv. 
A small staff of 3 local employees will be required, however, to assist 
in preparing the detailed terms of the grants and assuring the 
proper use of the funds, total administration____________ 


SELECTION OF PROJECTS 


Mr. Karzen. Mr. Chairman, may I just make a further attempt, 
without referring to any particular projects, to cover these details? 

Mr. Rooney. Yes, sir. 

Mr. Karzen. I wanted to add that in making the other selections 
set forth, consideration was given to the means through which the 
population of Israel could best be reached. There were three cities: 
Haifa, 160,000; Tel Aviv, 420,000, and Jerusalem, 165,000, which 
incidentally serve the needs of one-half the population of Israel, and 
are important centers for nearby villages and rural areas. 

It is important, of course, to recommend that a large portion of the 
total proposed assistance go to these cities, and that a fair balance be 
maintained among the three. 

More general, and still more important to us, was the potentiality of 

-ach project for the creation of good will between the people of Israel 
“an the United States. 

In addition to the effort made to select projects which will serve the 
various geographic areas in Israel, an attempt has been made to 
interest the many social groupings in Israel and to include a variety of 
scientific, educational, and humanitarian activities. 


Mr. Rooney. As I recall, one of the items concerns a new USIS 
Library ? 
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Mr. Katzen. In my original recommendations I had included the 
construction of a United States cultural center. That would be the 
library. That was eliminated. 


TEL AVIV CULTURAL CENTER 


Mr. Roonry. What connection, if any, does that have with the 
$167,667 entitled “Tel Aviv Cultural Center?” 

Mr. Karzen. That cultural center is a municipal cultural center, 
which is being built by the city of Tel Aviv. It will house the Israel 
Symphony Orchestra, and will have lecture halls. That will be the 
most impressive cultural center in the Middle East. 

Mr. Rooney. How much does the $166,667 represent as compared 
with the total proposed cost of this municipal project at Tel Aviv 4 

Mr. Karzen. I do not have the exact figures. 1 was given to un- 
derstand that the total cost would run to about 2.5 million or 3 million 
pounds. That has been subscribed to, in the main, by outside contribu- 
tions. 

Mr. Roonry. In other words, the $166,667 does not represent the 
total cost. of that Tel Aviv Cultural Center, but is a contribution, or a 
grant-in-aid toward a project which has been proposed to which con- 
tributions will be made by others ? 

Mr, Karzen. That is right. 

The steel had gone up already when I was there. I went through 
the building, and was quite impressed with the type of center they 
were setting up. Their plans were all completed; but the building 
was actually in construction and halfway finished. 

Mr. Rooney. At the time this requested appropriation Was in con- 
ference last year there was included in it some sum, as I recall, in the 
neighborhood of $200,000 for an USIS library; was there not ? 

Mr. Karzen. That isright. That was eliminated. 

Mr. Rooney. Since that time and the present, that item has been 
eliminated ? 

Mr. Karzen. That is so. 

Mr. Rooney. Is there any money in this total of 33.525 million for 
the United States Information Agency ? 

Mr. Karzen. None that I recall. 

Mr. Roonry. Well, are you not sure of it ? 

Mr. Karzen. No, sir. 

Mr. Roonry. Your answer definitely is “No?” 

Mr. Karzen. Yes, sir. 

Mr. Roonry. Do you care to develop further how you got into pro- 
posing these various projects 

Mr. Karzen. Well, many organizations sent in their applications. 
As I said, there were over 277 requests which were made, I tried to 
see the representatives of all the groups personally at the Embassy, 
but I had a very busy time of it. 

To mention some of the organizations which were active in music, 
painting and sculpture work and whose projects were included in 
the recommendations, there was a chair in American literature at sev- 
eral Israeli universities—— 
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CHAIRS IN ISRAELI UNIVERSITIES 


Mr. Rooney. While we are on that, the first item is entitled “Chairs 
in Israeli universities,” $222,222, and the justification in regard there- 
to consists of 2 paragraphs which are as follows: 


To finance the establishment of chairs in American studies at Hebrew Uni- 
versity, Weizmann Institute, the Israeli Institute of Technology (Haifa Tech- 
nion). Bar-llan University and the University of Tel Aviv. 

It is proposed that chairs be established on a grant basis for a period of from 
3 to 5 years. Chairs in America civilization, history, literature, government 
and/or industrial management would be set up to present the American way of 
life on a university level, thus acquainting future leaders of Israel with the cul- 
ture and accomplishments of the United States. 


Do you care to develop this beyond these two paragraphs ¢ 

Mr. Karzen. Mr. Chairman, I think that essentially sets forth the 
purposes of the program. The details as to how that is done, of 
course, would be in the hands of the technicians who implement. that 
sort of program. I would say that I thought it was important enough 
to make this recommendation, particularly in industrial management, 
because I think the people of Israel should know our own American 
democratic way of conducting management relations. 

Mr. Rooney. You mean to say that they do not know? 

Mr. Karzen. I am not passing judgment on that, Mr. Chairman. 
I thought that this was a course which would be worth while. I think 
you know as much abut their social and economic structure, Mr. Chair- 
man, as almost anyone. 


ISRAELI INSTITUTE OF TECHNOLOGY 


Mr. Rooney. I would like to insert at this point in the record a 
letter addressed to me under date of July 3, 1957, by Abraham Tulin, 
Esq., counselor at law, 521 Fifth Avenue, New York. 

Mr. Tulin directs the committee’s attention in particular to the 
Israeli Institute of ‘Technology (Haifa Technion). 

(The letter referred to follows:) 


New YorkK 17, N. Y., July 3, 1957. 
Hon. JOHN J. ROONEY, 
Chairman, House Subcommittee on Appropriations, Department of State, etc., 
The Capitol, Washington, D. C. 

DEAR CONGRESSMAN RoonEy: I am writing to bespeak your support for an 
appropriation contained in House Document No. 198 under proposed supplemen- 
tal appropriations for the Department of State. This appropriation is not of 
American dollars, but of Israel pounds now lying in bank in Israel to the credit of 
the United States as a result of the so-called book program of 1952 launched by 
the USIA. These Israel pounds can be disposed of only in Israel for scientific, 
cultural, and educational projects in Israel, etc., under an agreement between 
Israel and the United States which was entered into on June 9, 1952, and is in 
effect today. They cannot be disposed of or appropriated for any other purpose. 

The American and the Israel Governments have agreed on the disposal of 
these Israel pounds in Israel in accordance with a schedule which has been sub- 
mitted by the State Department to the Committee on Appropriations for its con- 
sideration. Included in this schedule are 2 amounts totaling some 400,000 
pounds to Technion-Israel Institute of Technology, at Haifa, Israel, for its edu- 
ational purposes. I am one of the Americans who is a member of the board of 
governors of that institution and earnestly request you to support the proposed 
appropriation for that reason. I have furthermore looked through the entire 
schedule of projects for which appropriations out of this fund are requested and 
can assure you from iny personal, intimate knowledge of Israel and its educa- 
tional and cultural institutions that all these projects are eminently worthwhile, 
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and that the proposed appropriations for all of them will benefit not only Israel 
but the United States as well. The Technion-Israel Institute of Technology, 
with which I am personally connected, trains engineers, architects, ete., along 
American lines and largely with American equipment in its laboratories. It is, 
on a smaller scale, the MIT of Israel, and is, indeed, sponsored by the leaders of 
MIT here and by other American scientists and technologists. Its graduates 
are already performing highly useful work in the technological development of 
Israel; and just so soon as there are enough of them with sufficient training 
and experience, they will obviate the necessity of this country’s technical aid 
program to Israel for which the Congress has regularly appropriated large sums 
of money. 

By aiding the Technion-Israel Institute of Technology with the appropria- 
tion submitted by the State Department, you will hasten the day when the need 
for appropriating American dollars for technical aid to Israel will end. 

Yours respectfully, 


ABRAHAM TULIN. 
TRANSLATION AND PUBLICATION PROGRAM 


Mr. Rooney. Would you please describe the details beyond the 2 
paragraphs at Page 8 of the justifications with regard fo the transl - 
us how this would or Would not conffiet with the Scoala ar program of 
USTA in the same regard ? 

Mr. Karzen. Well, if I may do it by illustration, Mr. Chairman, one 
of the requests that came in for assistance was from an organization 
called ORT—Organization for Rehabilitation and Training—TI think 
that is what it stands for. They were very anxious to get certain 
books of a technical nature to help in educating their students who 
take courses in vocational training. I considered their request and 
their proposition and the stature of their organization and thought it 
would be very helpful and useful if we could assist them, by prov ‘iding 
the books which would have to be translated into Hebrew since they 
are American books. These books would cover technical subjects and 
scientific matters, and that is by way of illustrating part of this trans- 
lation and publication program. 

Mr. Rooney. If the Congress were to approve this request, to whom 
would the American Ambassador draw the check or checks for this 
$229,299 ? 

Mr. Karzen. I think that is spelled out under the separate projects. 

Mr. Rooney. Where is that to be found 4 

Mr. Karzrn. Well, they may not have been specified. Mr. Roberts, 
who assisted me in the drawing of these proposals, is advising me 
where they can be found. We will get the specific projects. Mr. 
Roberts will look them up. 

Mr. Roonry. Do you have them here with you? 

Mr. Karzen. Yes. we have. In addition to the ORT project, as- 
sistance for translation programs was requested by the Government of 
Israel, the World Academy for Higher Jewish Studies, and the Rabbi 
Kook Foundation of Israel. Funds would be used to finance the trans- 
lation of American and world classics into Hebrew; at. least 50 percent 
of these translations would be of American textbooks and technical 
manuals, the latter for use by workers and foremen in industry. I 
believe that the translation of technical books would be helpful in 
encouraging private initiative in industry, and in spreading American 
technical knowledge to the worker level in Israel. Much of the trans- 
lation work would be supervised by the Government of Israel. 
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UNIVERSITY AND TEACHER-TRAINING SCHOLARSHIPS 


Mr. Rooney. How is the amount of $55,556 entitled “University and 
teacher-training scholarships” arrived at? 

Mr. Karzen. I am trying to get the genesis of this proposal. Orig- 
inally, it was one of the proposals made by the Israeli Government 
set forth in a document entitled “Proposals by the Government of 
Israel for the Utilization of the Funds Accumulated Under the In- 
formation and Media Guaranty Program,” and which was submitted 
to me. 

Under the caption “American Endowment Fund for Scholarships 
in Israel,” they propose to establish an endowment fund in the sum of 
500,000. pounds to be known as the American scholarship endowment 
fund, and then they listed how the scholarships were to be distributed 
* the amounts. 

Incidentally, all I allocated was $55,000. The scholarships are to 
be distributed as follows: 500 pounds each for 4 scholarships at the 
Hebrew University of Jerusalem; 3 scholarships at the Israeli Insti- 
tute of Technology at Haifa, and a scholarship at the Weizmann In- 
stitute of Science. 

There were to be 2 scholarships at the Bar-Ilan University at Tel 
Aviv, for a total of 10 scholarships, whose total cost was to be 15,000 
pounds. Then 1,000 pounds each for 20 teacher-training schol: arships 
suggested by the Israeli Ministry of Education at a tot: al cost of 20,000 
pounds. 

Mr. Rooney. That would make 35,000 pounds up to now? 

Mr. Karzen. Yes, sir. I think I extended that a little, although 
their original request was for 500,000 pounds. I think what we came 
up with was a compromise of the amount requested by the Israeli 
Government. and what I felt was proper under the cirewmstances, 
and it was considerably reduced. 

Mr. Rooney. How many Israeli pounds would $55,556 represent? 

Mr. Karzen. Roughly, 55,000 pounds would be just about one-half 
that in dollars. The rate of exchange, I think was 55 cents to the 
Israeli pound, at the time I was there. 

Mr. Roonry. What I am trying to find out, Mr. Katzen, is how you 
arrived at these figures such as $55,556, which is twice the figure of 
27,778. In the list on page 7 we find once $27,778, twice, 3, 4, 5, 6, 7, 8, 9 
instances where the figure is exactly $27,778. 

Mr. Karzen. I think that was figured out mathematically on the 
basis of the rate of exchange. It is 50,000 pounds. It is cited here on 
paged in terms of dollars. 

Mr. Rooney. If you decided that the grant was to be 50,000 Israeli 
pounds, then the dollar amount was $27,778; is that correct ? 

Mr. Karzen. That is right: in dollars. 

Mr. Rooney. Then we find other items which are one-half of that, 
$13.889, and items of $55,566 which is twice that, or 100,000 pounds. 

Mr. Karzen. Yes. Roughly, the rate of exchange was 55 cents. 
The pound was worth 55 cents, and a mathematical calculation was 
made expressing it in exact terms. 

Mr. Roonry. Before I turn over the questioning to the members of 
the committee, I should like to accentuate this: 
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USE OF GENERATED ISRAELI POUNDS RESTRICTED TO EDUCATIONAL 
SCIENTIFIC AND CULTURAL PURPOSES IN ISRAEL 


Regardless of what it cost the American taxpayer, ab initio, we 
are now in a situation where we have an agreement with the state 
of Israel whereby these generated Israeli pounds can only be used 
for educational, scientific, and cultural purposes in Israel; is that 
correct ¢ 

Mr. Witktinson. Yes. 

Mr. Rooney. Mr. Preston, do you have any questions ? 

Mr. Preston. Mr. Katzen, it has not been the committee’s good for- 
tune to have you as a witness before, and in order that we might better 
evaluate your recommendations, I think it would be appropriate 
this time for you to give us a brief résumé of your background de 
experience, including your education and what you have done in the 
past. 

BACKGROUND OF THE SPECIAL ASSISTANT SECRETARY 


Mr. Katzen. Well, I am an attorney by profession. My experience 
in government—agency experience—has consisted of many and varied 
things. I have been an assistant district attorney; 1 have been counsel 
with the Department of Agriculture and Markets of the State of New 
York; I have been an arbitrator on the Labor Mediation Board; I 
have been a Special Deputy Attorney General. I am presently the 
counsel to the Joint Legislative Committee on the Study of Narcotics, 
and I have practiced law for about 32 years. 

Is that enough of a biographical sketch / 

Mr. Preston. Where did you go to school ¢ 

Mr. Katzen. I went to school at the DeWitt Clinton High School, 
and City College, as wellas NYU. 

Mr. Preston. Have you had any special training in the field of edu- 
cation, science, and other cultural activities ¢ 

Mr. Karzen. Well, I play six instruments. I concertized as a pian- 
ist when I was young. I play the piano and have engaged in other 
activities in the music field. As to special training in the field of edu- 
eation, as such, I have none. I have been interested in the arts for 
many years. 

Mr. Preston. What is your political affiliation, Mr. Katzen / 

Mr. Karzen. Lama Republican. 

Mr. Preston. Have you held any office in the Republican Party ? 

Mr. Katzen. Elective office. no, sir. 

Mr. Preston. Appointive / 

Mr. Katzen. Appointive office, yes. General attorney to the State 
insurance fund for 11.5 years. 

Mr. Preston. Have you held any appointive position in the Repub- 
lican Party, or have you headed up one of their State organizations ? 

Mr. Karzen. I have been consultant to the national committee, 
nonpaid. Asa matter of fact, I have never been paid for any political 
activity, including the present mission, which I was honored with, 
and on which I have worked without compensation. 
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ORIGINATION OF INFORMATION MEDIUMS GUARANTY PROGRAM 


Mr. Preston. Mr. Katzen, we have had a little difficulty in finding 
out just who originated this idea to establish the IMG program. 

Who first mentioned this program to you, Mr. Katzen ? 

Mr. Katzen. The original IMG program, and how it originated ? 
1 honestly do not know. That originated away back in 1948. My 
knowledge of it and what I learned about the IMG program is that 
it Was originated in 1948 and then the agreement with Israel was 
drawn on June 9, 1952. I do not know how it originated. 

Mr. Preston. Do you know why you were chosen to perform this 
mission for Secretary Dulles? 

Mr, Karzen. I should imagine to use my good judgment to go there. 
Here was an existing fund—— 

Mr. Preston. Yes, but why you, Mr. Katzen? You were chosen, 
I suppose, by the Secretary ? 

Mr. Karzen. I suppose the Secretary had confidence in me and that 
1 could doa good job. 

gaan Preston. Were you acquainted with the Secretary before you 

cepted the appointme nt ¢ 

oe Karzen. Yes, sir; | have known the Secretary since 1949, 

Mr. Coupert. Mr, Chairman, will the gentleman yield at that point? 

Mr. Preston. For a question. 

Mr. Couprrr. Just to add a point to the biography in connection 
with the question you were just asking. 

Mr. Presron. Yes, Mr. Coudert. 

Mr. Covupertr. I want to say that I am happy to claim Mr. Katzen 
as one of the distinguished residents of the 17th Congressional Dis- 
trict, as isthe Secretary of State. 

Mr. Rooney. How about throwing Attorney General Brownell in 
there, too? 

Mr. Couperr. Although Mr. Brownell does not happen to be in- 
volved in this particular matter, he is certainly one of our distinguished 
residents. Tlowever, I know Mr. Katzen has been very modest about 
himself, and the distinction with which he has practiced law, and 
taken part in public affairs. I am very glad to claim him. 

Mr. Preston. I am delighted to have your fine appraisal, Mr. Cou- 
dert. IT have no reason to suspect anything to the contrary. I was 
simply seeking information. 


DEVELOPMENT OF PROGRAM IN ISRAEL 


Mr. Katzen, you are here before the committee on a rather unique 
mission and we hope that we can have full information about all the 
background and about the plans in connection with this program. 

You arrived in Israel on the 14th day of February ¢ 

Mr. Karzen. Yes, sir. 

Mr. Preston. And what day did you depart? 

Mr. Karzen. The second day of March. I could confirm that in 
just one second. 

Mr. Preston. What time did you arrive? 

Mr. Karzen. I arrived at about—l took the plane from Athens, 
Greece, in the afternoon, and I arrived in Israel about 8:30 p. m. 
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Mr. Preston. So, you opened up an office on the 15th, in the Em- 
bassy ¢ 

Mr. Katzen. On the morning of the 15th at 8 o'clock. 

Mr. Preston. What day did you begin to receive petitioners? 

Mr. Karzen. I think it followed a press conference of the Tel Aviv 
journalists in which the purposes of my mission were fully publicized. 

Mr. Preston. Was that on the 15th? 

Mr. Katzen. I think I have some information on that. I think 
it was a few days later. 

Mr. Preston. Approximately what date? 

Mr. Katzen. I would say as a guess February 17. It took me a 
day or so to get established at the Embassy. 

Mr. Preston. What day would you say you started hearing people 
in connection with requests for projects? 

Mr. Katzen. Well, within a few days after my arrival. 

Mr. Preston. Three or four days? 

Mr. Katzen. I would say about that. Of course, following my ap- 
pointment, which received some publicity, and the Embassy had been 
advised about my appointment, there was some public discussion about 
this mission. 

Mr. Roonry. May I interrupt for the sake of clarification ? 

Mr. Preston. Yes. 

Mr. Rooney. As a matter of fact, following your appointment the 
Israeli press carried information with regard to your mission, be- 
ginning on the 29th of January ? 

Mr. Katzen. That is what I was referring to. 

Mr. Roonry. Previous to your arrival in Israel ? 

Mr. Katzen. That is right. It had been publicized following my 
appointment on January 25. I was officially sworn in on January 25, 
and there had been some record about my appointment before that. 

Mr. Preston. You started hearing petitioners, then, around Feb- 
ruary 18? ; 

Mr. Karzen. I would say roughly that; yes. 

Mr. Preston. Did you hold hearings each day thereafter ? 

Mr. Katzen. On every day except where my duties called me away 
for consultation. For instance, I went out to look into the Arab sit- 
uation up at Nazareth, and I went down to Jerusalem where I had con- 
ferences with Prime Minister Ben Gurion, and with his Minister 
of Education. 

Answering your question more specifically, most of the time was 
devoted to work at the Embassy, with the exception of these confer- 
ences, and with the exception of the time that I took out to actually 
try to see as many of these projects that I could which I expeced to 
recommend. 

Mr. Roonry. Had you been to Israel before ? 

Mr. Katzen. No, sir. 

Mr. Preston. Did you do any sightseeing while you were there ? 

Mr. Karzen. To the extent that I went to see some of these places 
where I was interested as proposals. Take the archeological project. 
The Israeli Government had placed archeological explorations as one 
of their high priorities, and I wanted to see for myself. I was accom- 
panied by some of their officials to Megiddo, and went to Haifa, and 
was particularly interested in the situation in Nazareth. I spent about 
16 hoursa day working on this. Iwas besieged. 
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Mr. Preston. I know you worked awfully hard, Mr. Katzen, but 
I want to know how hard. You then had 10 days i in the month of 
February and you left on March 2. So if you count March 2 off, you 
had 11 days actually to work on this program, and out of those 11 day 8, 
how many days did you travel ? 


Mr. Karzen. My best estimate is at least 2, and probably 3 full 
days. 

Mr. Preston. So that would leave 8 days of hearing projects, and 
200 projects were presented to you during those 8 days! 

Mr. Katzen. That is right. 

Mr. Presron. So you he: ard petitioners supporting on an average of 


25 projects a day. When we talk about this $3.5 million we are talk- 
ing in terms of dollars? 


Mr. Katzen. Yes. 

Mr. Preston. So you heard petitioners supporting on an average of 
25 projects a day on which this $3.5 million could be spent, and then 
you locked up your satchel and came home to recommend to the Secre- 
tary of State / 

Mr. Karzen. Not quite. 

Mr. Preston. As far as seeing and hearing is concerned ? 

Mr. Karzen. May I say this about the 25 projects a day that I 
heard, it was not only that. Many organizations sent in documents. 
They did not send their personal representatives. I was particularly 
unxious to see these people, but they did not all send personal repre- 
sentatives. They sent in documents. 

Mr. Preston. You had plenty of business according to press ac- 
counts. 

Mr. Karzen. That I did. 

Mr. Preston. One newspaper said on February 21, in Maariv, the 
headline was that the United States Embassy waiting room was chock 
full. 

Mr. Karzen. Yes. 

Mr. Preston. It said that Mr. Katzen is here on very important 
business on behalf of Secretary Dulles to distribute 6.5 million pounds. 

So in 8 days of hearing projects you accomplisl 1ed your mission 
and came back to m: ike a recommendation to the Secretary of State? 

Mr. Karzen. Mr. Congressman, may I point out that it was pointed 
out that no selections would be made in Israel, that the data and 
documentation had to be forwarded—in fact 67 projects were for- 
warded to me here. When I returned here I was assigned quarters 
in the State Department, a desk, with assistants. I wor rked on exam- 
ining the documents and supporting data upon my return, I actually 
filed my report on July 14, and all that time between my return and 
July 14 I was here working on these projects, evaluating them, en- 
gaging in conferences with USIA people and all the agencies that 
could shed some light and help on the evaluation. It was a composite 
job. 

Mr. Preston. I am sure you spent a good deal of time on that, Mr. 
Katzen; we will not challenge that statement, but what you used when 
you came back was more or less the self-serving statements of the 
petitioners rather than your 8 days in dealing with projects. You 


got back to the States on the 19th. You returned on the 19th of March. 
I beheve ? 
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Mr. Katzen. I returned on the 19th of March. 

Mr. Preston. What happened between the 2d and the 19th? You 
left on the 2d of March. 

Mr. Karzen. I took the boat back from Southampton. It was a 
most difficult voyage. It took six days. I went from Israel to Istan- 
bul, then to Rome, then to E ngland, then took the boat back to the 
United States. 

Mr. Preston. What took you by Istanbul / 

Mr. Katzen. Very frankly, I wanted to go back by easy stages. I 
had never visited or seen any parts of the world. Incident: lly, not at 
the expense of the Government, as I recall. 

Mr. Preston. As you recall ? 

Mr. Karzen. I paid my own way except the transportation. They 
have a method of figuring you are entitled to just so much by way of 
transportation. 

Mr. Preston. I certainly did not intend to go into that, you brought 
that up, but you mean you did not draw a per diem for the dogleg y 
you took back home ? 

Mr. Karzen. That is right. 

Mr. Preston. That iscommendable. 


REQUEST FOR SUGGESTED PROJECTS FROM AMERICAN ORGANIZATIONS 


Mr. Katzen, before you left to go to Israel, according to your report 
you wrote every Jewish organization in this country and invited them 
to make suggestions to you as to how to get rid of this money; did you 
not ¢ 

Mr. Karzen. I certainly did. 

Mr. Presron. And, of course, that started a first-class race as to 
who could get the most for their project. You were immediately peti- 
tioned by Americans telling you how to spend the money in Israel, 
were you not ¢ 

Mr. Karzen. I received many valuable suggestions, some from or- 
ganizations that have no projects in Israel, such as the American 
Jewish Committee. They do not sponsor any projects in Israel, and 
they gave me some very valuable suggestions. . 

Mr. Preston. Of course, this gratified these American organiza- 
tions, I am sure, that you were able to embark on this mission to Israel 
well heeled with money, and it was fortunate that all this activity took 
place in 1956 rather than 1957, I am sure, being election vear. 

In your negotiations for these projects, whom did you permit to use 
the controlling influence, the Israeli Government or United States 
organizations ? 

Mr. Karzen. I just do not quite get the purport of the question, sir. 

Mr. Congressman, I think it is important to state that one of the 
persons who guided me most was our own Ambassador and our own 
officials in the embassy at Tel Aviv. I was in constant touch with Mr. 
McGrail, the cultural attaché. 

Mr. Preston. You mean while there? 

Mr. Karzen. Yes; while there, and as a matter of fact when I came 
back, I believe it was in June of last year, Ambassador Lawson came 
here and I had a tentative outline of the projects set forth and I went 
over these projects with him again when he came here, and I discussed 
them with other people in the Government who had some ideas and 
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suggestions. As I say, it was a sort of a composite effort. Israel 
presented certain projects. ; : 

Mr. Preston. But the first thing you did when you assumed this 
responsibility was to advise American organizations of what you were 
planning to do and called on them for suggestions ¢ 

Mr. Katzen. Yes. 

Mr. Preston. And in your recommendations you included some 
projects for the majority of the Jewish organizations who had some 
special interests in Israel, did you not ? 

Mr. Katzen. A good part of them. 

May I point out the principal considerations in considering a proj- 
ect? Take the Technion Institute. I think it is important to under- 
stand the unique situation that exists in the affinity between certain 
American Jewish organizations and projects in Israel. They sponsor 
and help finance them in many ways. Take the Technion Institute 
in Haifa, the Hadassah Medical Organization, American-Israel 
Friendship League, Weizmann Institute—they have a keen interest 
in these places and know quite a lot about them. 

Mr. Preston. And, of course, all these organizations have their 
own projects in Israel for which they are raising funds? 

Mr. Karzen. Yes. 

Mr. Preston. So this money was augmenting what they were try- 
ing to do themselves by voluntary contributions ? 

Mr. Katzen. May I add, in many of these places they never seem to 
have money enough to accomplish half of what they are seeking to do. 

Mr. Preston. I am sure that situation exists in other places in the 
world as well as in Israel. 

Mr. Karzen. I would not know. 


REJECTION OF SOME PROJECTS BY STATE DEPARTMENT 


Mr. Preston. Did the State Department take exception to your 
recommendations at all, Mr. Katzen, when you made them, as to how 
these funds should be spent ? 

Mr. Katzen. As I recall it, there were a few projects that I rather 
favored. I remember one in particular, the Sokolow House in Tel 
Aviv. The journalists were putting up this building and they asked 
for some funds to put in an American library or an American wing, 
and I rather favored the project. I thought it might serve a useful 
purpose in the matter of public relations and such as that, and Am- 
bassador Lawson, I think, took a different view of it. He was not as 
keen about it as I was, and I was certainly persuaded by his thoughts 
in the matter and I yielded. 

Mr. Preston. The question of whether this IMG program is good 
or not is not debatable at this point, but the statement that has been 
made that we cannot do anything with this money except conduct an 
educational, scientific, and cultural program in Israel is not entirely 
correct, because we can always change the purposes for which these 
funds are to be spent by appropriate congressional action. It seems 
that the State Department, or whoever has control of the funds, is 
making no effort to use them except as a giveaway to American or- 
ganizations and to the Israeli Government. 
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Mr. Katzen. Mr. Congressman, I hope I do not offend you, but I 
would like to point out there is no allocation for any American organi- 
zation here. 

Mr. Preston. I know, not in the name of any American organiza- 
tion, but you have already agreed the American organizations have 
these projects in existence and these funds allocated to accomplish 
those purposes will alleviate the necessity for their contributing those 
funds. 

Mr. Katzen. It might, but there is no allocation for any American 
organization. 

Mr. Preston. Lagree. You defend yourself, Mr. Katzen. I expect 
you to. I am just looking at these things thoroughly because I think 
this is one of the very doubtful things we have gone into. I frankly 
think we made a mistake when we adopted such language in the ECA 
act, but we are faced with it and have to decide whether what you do 
merits the approval of Congress. 

It is interesting that although this program began in 1952 no 
effort was made to take these credits and start this program in Israe! 
until 1956. Why didn’t we start in 1955? Israel was worse off in 
1955 than in 1956. Why did we do it in 1956, do you suppose ? 

Mr. Katzen. Frankly, I do not know. 

Mr. Preston. Could it be that 1956 seemed to be a more propitious 
vear politically? We are practical politicians, most of us, and I sup- 
pose, your being a renowned barrister, you understand the art a Jittle 
bit. 

Another thing that is rather striking, here in July 1957 we are 
assembled in this committee room to determine whether these proj- 
ects—how many ? 

Mr. Katzen. 42 

Mr. Preston. Whether these 42 projects should be approved a 
an outright gift to Israel, when we have in our own country a pétion 
of it completely devastated, where over 300 lives have been lost. I 
do not know how many homes destroyed, and probably $25 million 
of damage, and there is not a program of the Federal Government 
to give those unfortunate people—more than 3,000 displaced—a single 
dollar. The Red Cross is helping some, and the President designates 
it a disaster area and says, “We will make loans.” But how can those 
loans be repaid when everything is destroyed? It is ironic that we 
cannot do a thing for the unfortunate people of Louisiana, yet here 
we are worrying about how to give away $3.5 million to people on 
the other side of the ocean. I do not mean to be demagogic when I 
make this statement. I have favored giving aid to Israel in the past 
and I have admired the courage of Israel tremendously. They prob- 
ably have demonstrated more fortitude and determination under 
adverse circumstances than any other peoples in the world. But 
Israel is one country out of the large family of nations, and we eannot 
afford, and I am sure the right-thinking Israelis do not want to be 
made objects of charity in the eyes of the world, and too often I think 
we do ths at. 

This idea of going over there and saying, “Let’s see how we can 
scatter this over your country to reach the most social groups.” Tt 
would take a long time to go over all these projects, but there are some 
that deserve special comment. 
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ARTISTS’ VILLAGE 


You know this is really getting down to a fine point when you want 
to build an artists’ village. I suppose there are a lot of hungry peo- 
ple in Israel, no doubt, but here you want to construct a ceramics kiln 


and/or build and equip a studio building, and under the language of 
the justifications you say : 


This project gives support and encouragement to painters, sculptors, and other 
artists working in ceramics, metal, weaving, etc. American artists frequently 
visit and work in the village, where a house has been set aside for their use 
to facilitate cultural exchange between the two nations. 

In that connection, speaking of the cultural relationship between 
Israel and America, the Secretary of State, in appointing you, stated 
in his letter of January 23, 1956: 

I hope an agreement with the Israeli Government on the uses of these funds 
will further enhance the already high degree of scientific, educational, and cul- 
tural cooperation existing between our two countries. 

Before commenting further on these projects, Mr. Katzen, are we 
undertaking by this program to buy Jewish friendship in Israel ? 

Mr. Karzen. I think, on the basis of my experience and the reactions 
that I felt meeting over 600 people, as I did, that we are not buying— 
I do not think that is the word [ would use—but I think by this pro- 
gram we are engendering a closer friendship with the segments of the 
society of the peoples of a foreign country which we ordinarily do 
not reach with military and economic aid. This is my own opinion 
and may I say parenthetically when I express this view in answer to 


your question that I am expressing my own view and not the view of 
the Department of State. 





UNITED STATES AID TO ISRAEL 


Mr. Presron. Of course you have raised a very debatable question, 
and we do not have time to debate that now; but I think it is obvious 
to the world that the United States Government has been more than 
a friend to Israel. The Israelis have one enemy and that is the Arabs. 
In all this dispute, and during the est: ablishment of Israel as a nation, 
we have done very, very little for the Arabs. Secretary Dulles gave 
Naguib a pair of pistols, but we have done very, very little for the 
Arabs, and we have done a great deal for Israel as a country, and the 
American people privately, through their own volition, have done mar- 
velous things for the establishment of this country. There should not 
be any doubt existing in the minds of the Israelis whether we are their 
friends or not. There should be no doubt in their minds as to which 
side of this ideological war they should be on. They could not hops 
to maintain such a nation as they have if they fall under the Iron 
Curtain, but they know they can under the western plan of representa- 
tive government and so forth. 

Mr. Karzen. That is right. 

Mr. Preston. So why are we going to great length trying to in press 
people who of necessity will be cast on the side of the free wor ld, of 
the West? They have no alternative; they have no choice. They are 
playing a pretty good game of poker. Ben Gurion is a great man 
and is competent in the field of diplomacy. He has not always ex- 
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pressed himself in accord with our ideas, but we know that is the way 
he leans. 

This program we are talking about today is based on the idea we 
should establish a better relationship between America and Israel. 
That is the basis on which we want to spend $3.5 million. Is that 
relationship in jeopardy today, Mr. Katzen? 

Mr. Katzen. You are touching on a matter of foreign policy, Mr. 
Congressman, and Mr. Roberts is here. 


UNITED STATES RELATIONSHIPS WITH ISRAEL 


Mr. Preston. I shall be glad to hear from anybody. Suppose some- 
body answer that question. Is our relationship with Israel in trouble 
today ? 

Mr. Witxrnson. I would like to make a general comment, if I may. 

Mr. Preston. Go ahead. 

Mr. Wirxrnson. In discussing this with the various policy of- 
ficers in the Department, we certainly evolve a very strong feeling 
that. this program will further enhance our already very close rela- 
tionship. This is in many ways a unique relationship. We were in 
at the founding and development of the country. It is hard to look 
at, in relationship to other countries. It is a very specialized thing. 
This spring there has been considerable progress in closing the ranks 
since November, and we feel this very definitely is part of this closer 
relationship that has had its bad times, but we feel it is on the upgrade 
now. 

Perhaps Mr. Roberts would care to develop that further. 

Mr. Coupert. Will the gentleman yield ? 

Mr. Preston. Yes, I yield. 

Mr. Covperr. Mr. Secretary, wouldn’t you say this is really a long- 
range program, the program submitted by the Department of State 
on the recommendation of Mr. Katzen? It is being supported on the 
basis of long-range good will over the years rather than being a short- 
term proposition ? 

Mr. Wiixkrnson. I would say were definitely that each of these 
projects has a long-term usefulness. I do not want to leave the impli- 

sation we will be coming back next year with a series like this. Each 
of these projects has a long-term usefulness. 

Mr. Preston. Do you plan to come back next year with another 
request ? 

Mr, Wiixtnson. There is no present plan to do so. This is in the 
nature of a unique experiment and this is something, if we felt the 
returns were such as to warrant it in our broadest foreign-policy sense, 
we would certainly have to consider it; but this is not the beginning 
of a yearly request. 

Mr. Preston. Well, we will still have some funds on hand next 
year. 

Mr. Wiikinson. It has accumulated over a considerable period, as 
you know, before the actual projects emerged, and our responsibility 
would be to keep the closest watch on this program to see if it has the 
usefulness we think it will have. 

Mr. Preston. Is there any doubt about it? 

Mr. Witkrnson. Whenever you have a new experiment—— 
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Mr. Presron. Could there be any adverse effect from going in a 
smal] country and saying, “We have $3.5 million to spend in this 
field.” Could there be an adverse effect from that? 

Mr. Wiixrnson. Only, as you suggested, the overtones of charity. 
It could go beyond its usefulness. 

Mr. Preston. So far have the Israelis indicated they regard this as 
a charity treatment ? 

Mr. Wiik1nson. No, sir. 


RESTRICTIONS ON USE OF GENERATED FUNDS 


Mr. Brrrs. Could I make a statement in regard to the limitations 
in the agreement on the use of this fund ? 

Mr. Preston. Yes. 

Mr. Berrs. When the agreement was reached between the United 
States and the Government of Israel in 1952, it became very clear to 
the Government of Israel that if we were allowed to use these curren- 
cies generated under the IMG program without restrictions, it would 
result in a net loss to the Government of Israel because at that time 
our Embassy was buying Israeli currency to defray its local expenses. 
If, instead of doing that, our Embassy were to use these currencies 
generated under the IMG program for that purpose, it would result 
in a cessation of equivalent dollar income for the Government of 
Israel. Therefore, one of the conditions of the Israeli’s accepting this 
program was that these funds would not be used in any way to dis- 
place dollar income to the Government of Israel. 

At that time there were no publications on sale in Israel except 
Russian publications, and it was deemed at the time it would be of 
udvantage to the United States to have a free flow of United States 
publications and periodicals in that country. 

Mr. Preston. You are with USIA. Was it considered in 1952 that 
our relationship with Israel was at such a low state that we had to re- 
sort to that to enhance the relationship ¢ 

Mr. Beers. This agreement was initiated by the Economic Coopera- 
tion Administration prior to its transfer to USILA. 

Mr. Preston. ECA conducted its affairs in accord with United 
States foreign policy, as well as USIA. Was our relationship with 
Israel at such a low ebb that we needed to flood it with publications? 

Mr. Beers. This was a program USIA inherited, and it has been 
subject to congressional review every year since its inception. Last 
year there were full hearings on it. If there was any criticism of us, 
it was that we were not doing enough. The Foreign Affairs Com- 
mittee of the House was told that the present resources would probably 
last 2 more years. All along there has been an urging for us to do 
more along this line. 


CULTURAL PROJECTS RATHER THAN ECONOMIC PROJECTS 


Mr. Preston. Well, in reading over this list of projects, there are 
very few of them that come right down to falling within the category 
of practical projects so far as helping the economy of the country. 
Most of them seem to be in the cultural field, and certainly, at this 
time, when Israel is going through the throes of trying to become es- 


tablished economically, it seems to me it is a luxury if we are going 
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to use $3.5 million in the cultural field when there are many places it 
could be used to help the country become established economically 


rather than make it a cultural utopia. Israel is a country of about 
a million and a half people; is that right ? 


Mr. Karzen. About 1,800,000. 

Mr. Preston. That is about the same number we have in the Wash- 
ington metropolitan area. Are we going to have a utopia in Israel 
if we continue this? Israel will be so far advanced over many of the 
other countries of the world that there will be no comparison. 

Do you have anything in here for the old people ? 

Mr. Karzen. No request came in for any old-age home, that I 
recall. 

Mr. Preston. You have everything from a kindergarten to Boys’ 
Town to YMCA. 

Mr. Katzen. And for deaf-mutes, and a bus for crippled children 
for transportation, which I thought, with the small amount involved, 
would doa good job. 

Mr. Preston. Community centers. A home for blind Jewish girls; 
Jerusalem School of Archeology: you are helping the bar association. 
I do not know anybody you left out, unless it is the aged. You have 
a conservatoire and academy of music; music center; a nursery. 
Nearly everything here seems to have some American connection. You 
have a summer camp created by an American organization. 


WATER-DESALTING RESEARCH 


How did you happen to come across such a practical project as 
water-des alting research ? 

Mr. Karzen. It came from several sources, including one man in 
the State Department who had a little knowledge of that type of 
scientific project. I saw great usefulness in it. If they could come 
up with a successful desalting project, it would solve a great many 
problems for Israel. 

Mr. Preston. I do not doubt that. 

Mr. Karzen. It would result in our not having to come up with 
any money for them in the future. 


WORLD HISTORY OF THE JEWISH PEOPLE 


Mr. Preston. The libraries are full of fine histories of the Jewish 
people. You have a project of $41,667 to write a new world history 
of the Jewish people. I wonder who will write that. 

You have $41,000 for the Zionist Organization of America. 

Mr. Karzen. I may explain that, because that is = the Zionist 
Organization of America per se. As I understand it, the Zionist Or- 
eanization of America has agreed to sponsor agricultur: il hall in one of 
the most impressive buildings I have seen in Israel, and the allocation 
would not go to the Zionist Organization of America. I had the 
pleasure of visiting that place and attending a lecture by our cultural 
attaché there, where they provide rooms, and our Ambassador was 
quite keen about that. 
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QUARTERS FOR AMERICAN-ISRAEL FRIENDSHIP LEAGUE 


Mr. Preston. What about this club you are going to establish at 
Beersheba, the American-Israel Friendship League? You say in the 
justifications : 

The league is the counterpart of the America-Israel Society in the United 
States. Its aim is to further friendship and understanding between Israel and 
the United States. By providing quarters for the activities of the league in 
Beersheba, where there are increasing numbers of new immigrants, the league 
would reach an important element of the Israel population in a newly developing 
area. 

That is a club room, social lounge, and so forth, I take it? 

Mr. Karzen. I cannot give the exact facilities. I know the general 
purposes, and I know the American-Israel Friendship League is & 
counterpart of the American-Israel Society in the United States, the 
members of which include probably the most distinguished Americans 
among them in the country, and they are engaged. basically and pri- 
marily in enhancing the cultural affinity between the two countries, 
and I thought that would be directly in line with the terms of ref- 
erence. 

ISRAEL-AMERICAN MUSEUM FOUNDATION 


Mr. Preston. Mr. Katzen, you are giving approximately one- 
fourth of this money for the creation of the Israel-American Museum 
Foundation. Does it seem very practical to you to spend money on 
that sort of thing when the country urgently needs other things more 
fundamental and basic to their existence ¢ 

Mr. Karzen. You see, Mr. Congressman, I found myself in this 
diflicult position. If 1 were to go over there and try to solve the eco- 
nomic and military problems, which were the transcendent problems 
at the time I visited there, it would be one story; but I did not under- 
stand my mission to be to try to solve the military and economic 
problems. I was assigned to determine the use of these funds for edu- 
cational, scientific, and cultural activities. I was limited pretty much 
in the way the funds are limited under the agreement, which is a 
unique situation. 

Mr. Presron. Did the Israeli Government support this museum? 

Mr. Karzen. Yes. They asked for 3 million pounds, and I said no. 
As you pointed out, I would not go more than one-fourth. The agree- 
ment was they would provide the land and the unskilled labor. It 
so happened their museum was taken over on the Arab side and they 
were left with a very dingy museum. I visited it and the man who 
conducted me through it was quite nervous for he had treasures of 
great value all crated up and no place to show them. 

Israel placed this in the top priority, and I felt some considera- 
tion should be given to their wishes, and to that extent 1 went along. 
They definitely placed this as their top priority. 

What is hs appening in Israel is that they are daily coming up with 
antiquities of the age. Every time they turn a spade they come up 
with something, and they do not have a place to exhibit these treas- 
ures. They hope to attract tourist dollars by exhibiting their treasures 
and they need a place to show them. There is an economic phase in- 
volved, but it is collateral. I felt this was a useful project, and it may 
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hasten the day when they will not need help from the United States. 

Mr. Roonry. Will the distinguished gentleman yield / 

Mr. Preston. Yes. 

Mr. Rooney. It may be that if the Congress were to approve this 
program we would have no further need for spending United States 
funds for USIS in Tel Aviv. Do you care to comment on that? 

Mr. Katzen. No; I do not know all the ramifications. I know the 
good I think this program would achieve. 

Mr. Roonry. Very well. 

Mr. Preston. Do they have a symphony orchestra in Israel ? 

Mr. Karzen. Yes. I had the pleasure of visiting the symphony 
orchestra of Israel with the Ambassador. Incidentally, the sym- 
phony orchestra of Israel will be housed in that hall we spoke of. 
They do have presently the Israel Symphony Orchestra. I attended 
their concert and was tremendously impressed. It compares favor- 
ably with any symphony orchestra in the world. 


ISRAEL BOY SCOUTS ASSOCIATION 


Mr. Preston. When you put down a sum like $5,556 for the Israel 
Boy Scouts Association, you did not really think you were doing much 
for them? You were just putting in some moral support for this 
program ¢ 

Mr. Karzen. Scouting—— 

Mr. Preston. We all love scouting just like we hate sin. You are 
just giving a little dribble of $5,000. You are giving everybody some 
recognition. 

Mr. Karzen. I tried to embrace geographical considerations and 
the different levels of the arts and sciences and culture. 

Mr. Preston. How did you miss the veterans’ organizations? 

Mr. Karzen. I shied away from that, very frankly. 

Mr. Preston. Why? 

Mr. Katzen. Well, when I arrived in Israel—this is a rather strik- 
ing experience and a very gratifying experience—I came there at a 
time when there was tremendous pressure in Israel. I expected to find 
that all they would ask me about would be tanks and guns. It was 
very gratifying to me that they did not. I felt anything that had 
anything to do with a military connotation was something I did not 
fee] was within my mission. 

Mr. Preston. The only thing dealing with science here is Haifa 
Technion, is it not? 

Mr. Karzen. No. 

Mr, Preston. And of course the water desalting project. 

Mr. Katzen. There is a scientific laboratory ‘at the Herzlia High 
School. The water desalting project is scientific. 

Mr. Rooney. The Agricultural Training Institute? 

Mr. Karzen. The Agricultural Training Institute, which I had the 
pleasure of visiting. 

Mr. Preston. How much staff did you carry over there with you? 

Mr. Karzen. None. I went by myself and I was assisted by the 
staff in our Embassy. 

Mr. Presron. Did anybody hold hearings other than yourself ? 

Mr. Katzen. No; none. I personally tried to see everybody I could. 
There were no hearings. There were a few informal conferences with 





263 


the Israeli representatives. There was one formal conference at 
the Embassy where the Israeli representatives came and we had our 
people around the table and discussed these projects, and finally came 
to an agreement, which was not easy. The position I took was that 
these were pounds of the United States; that is the position I took. 


POSSIBLE FUTURE REQUEST FOR FUNDS 


Mr. Presron. Mr. Katzen, in your best judgment will this be the 
last time this sort of a request will come before the Congress? 

Mr. Karzen. I do not know, Mr. Congressman. 

Mr. PRESTON. How long do you plan to serve as Special Assistant 
Secretary ? 

Mr. Karzen. Just about 1 week more and then get back to the pro- 
saic business of earning a living. I presume when the hearings will 
have concluded, and that is about all. 

Mr. Preston. Well, maybe I had better address this to the State 
Department. Mr. Wilkinson, let us see if you can come nearer to 
answering the question asked previously. Do you contemplate bring- 
ing a similar request before the Congress next year ? 

Mr. Witxrnson. We have no present plans to do that, but we will 
have the problem of this accumulation that will come up and be re- 
viewed, but there is no thought at present of keeping a consultant 
on further. We have been thinking in terms of this first experiment. 

Mr. Preston. We can help you “solve the problem of the money. 
Congress cs an handle that very well. 

Mr. Chairman, I think that is all. 

Thank you, gentlemen, for indulging me to such great length. I 
apologize for taking so long. 

Mr. Rooney. You are entitled to ask as many questions you wish. 
You always ask pertinent questions and searching questions. 

Mr. Magnuson. 


NONRECURRING COSTS OF PROJECTS 


Mr. Magnuson. Some of these costs are recurring, are they not? 
A while ago it was stated it was not contemplated that there would 
be a request for further rappropriations. How about when you set up a 
3- to 5-year program for chairs in Israel universities ? 

Mr. Karzen. One of the cons siderations was to try to find projects 
where you would have nonrecurring costs, and particularly as to the 
chairs, they are nonrecurring costs. That distinguishes the program 
from an endowment program. You will notice the chairs are for 
specific terms, a 3-year period and that is all. So there is one alloca- 
tion and then it terminates. Whether they will continue depends on 
many other factors, and I suspect we will not be involved in any 
further costs. 

CHAIRS IN ISRAELI UNIVERSITIES 
Mr. Maenuson. The amount requested here is $222,229— 


ad ed hah ted had ted 


To finance the establishment of chairs in American studies at Hebrew Univer- 
sity, Weizmann Institute, the Israel Institute of Technology (Haifa Technion), 
3ar-Ilan University, and the University of Tel Aviv. 


Would that $222,222 cover the cost for the full period contemplated ? 


} 
} 
j 
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Mr. Karzen. From 3 to 5 years. If I may refer to the report recom- 
mendation, it was recommended on a grant basis for 3 to 5 years rather 
than on a permanent endowment basis. I think that answers the ques- 
tion. 


OTHER POSSIBLE USE OF GENERATED FUNDS 


Mr. Magnuson. What would happen to this money if we did not 
authorize its use for these purposes 4 

Mr. Karzen. That is a very intriguing question. I have asked that 
question myself. Here we have a fund whic h, under an agreement, 
should be used for educational, scientific, and cultural activities and 
such other purposes as may be "agreed upon between the two govern- 
ments. If you do not spend it for that, I do not know what you would 
spend it on. We have agreed upon the Fulbright program and others. 
It is a unique agreement and it seems to me that under the terms of 
the agreement this is what the fund should be allocated to. Other- 
wise the pounds will continue to lie in the bank in Israel serving no 
useful purpose. 

WATER DESALTING RESEARCH 


Mr. Macnvuson. There is an amount of $111,111 for water desalting 
research. I happen to also serve on the Interior Subcommittee of the 
Committee on Appropriations, and every year we recommend a con- 
siderably larger appropriation than this for research by our Govern- 
ment through contract on water desalting. 

Do you know much about what the y plan to do on that? 

Mr. Karzen. I a not know the detail. It is a scientific project that 
will be conducted by the Weizmann Institute, which is a technical 
institute. 

Mr. Roberts tells me we have some data on that. If I may elaborate 
on that somewhat, this was one of the original proposals by the Israeli 
Government. They p1 esented some proposals they wanted considered 
as top priority. We did not follow that exactly, but their proposal 
on this states: 

It is recommended that the sum of £200,000 be allocated to help finance a pro- 
gram of scientific research and development in the field of desalting of water. 

The United States Government has recently voted a considerable sum of 
money for research in the United States on a saline water conversion program, 
and a number of European countries within the OKEC (Organization of Euro- 
pean Economic Cooperation) are carrying out cooperative research on the same 
subject. While Israel cannot compare with more economically advanced coun- 
tries in applied research of this kind, it can offer scientific knowledge and skill, 
and its researchers are influenced by the impelling need of Israel’s agricultural 
economy to find a solution to the water-shortage problem. Any progress in this 
field will clearly have a most beneficial effect on the arid zones of this and other 
areas. 

Mr. Rooney. What are you reading from? 

Mr. Katzen. These were the proposals originally made by the Gov- 
ernment of Israel. 

Mr. Roonry. Do you have another copy ? , 

Mr. Karzen. We will see that you have one. They went into the 
methods and described them in detail, and the personnel involved. 

Mr. Macnvuson. You granted the full amount of their request ? 

Mr. Katzen. 200,000 pounds. At that time that would have come 
to about $110,000. 
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Mr. Maenvson. Of course if this problem of desalting water is 
solved anywhere—suppose it is solved by us in this country—that 
knowledge would become available to Israel and other parts of the 
world. I am a little skeptical about what they can accomplish with 
$100,000. ‘They would have to set up new facilities and so forth. 

. Mr. Karzen. Mr. Congressman, they have structural facilities, 
workshops, and laboratories at the Weizmann Institute that I visited. 

Mr. Macnuson. I am sure they have laboratories, but they will need 
special equipment for this project and I wondered what is the point 
of spending money to start on a small scale compared to what we are 
doing here. Salt water is salt water wherever it is, and I somewhat 
doubt the wisdom of scattering our shots, as it were. I should think 
it would be better to put $100,000 more in our program, which is a 
going program, than starting a new one. 

Mr. Karzen. 1 was quite intrigued by their development in agri- 
cultural experimentation. I actually visited the laboratories and saw 
the specimens, and it is possible they will come up with something 
in this water desalting project even with limited funds. I have no 
doubt if they come up with some findings they will be made available 
to us under reciprocal arrangements. 

Mr. Macnuson. I should hope so, but by the same token anything 
developed by our scientists would be common knowledge. 

I think that is all, Mr. Chairman. 


REASON FOR SUBMISSION OF ITEM AS A SUPPLEMENTAL ESTIMATE 


Mr. Rooney. Before I pass the questioning to Mr. Coudert, I should 
like to inquire for the record as follows: 

Is it not the fact that in July 1956, this program in its original form 
of $3.5 million, or for the use of that many dollars’ worth of Israeli 
pounds, was passed by the other body ¢ 

Mr. Wiixtnson. ‘Yes. 

Mr. Rooney. Mr. Carpenter, why was not this request contained in 
the original 1958 supply bill for the Department of State ? 

Mr. Carrenter. Mey I consult Mr. Smith a minute, sir? 

Mr. Rooney. Yes. 

Mr. Carpenter. Mr. Chairman, as you know, Mr. Crouch, our 
budget officer, is il], and is not able to attend this session. He is pos- 
sibly more familiar with the details of this than I am at this moment. 
I am informed that the original decision was to include it in the 
Mutual Security Act, and that decision held until June of this year, 
was it not, Mr. Smith ¢ 

Mr. Smirn. It was held until it was too late to get it in our regular 
bill. The mutual security bill comes up later than our bill, but when 
it came up, it was decided that this item more properly belongs in the 
State Department appropriation. 

Mr. Rooney. Mr. Coudert, do you have any questions ? 

Mr. Couprerr. I would like to compliment Mr. Katzen for the in- 
dustry, care, and skill with which he has carried out the mission as- 
signed to him by the State Department, and upon his presentation 
here yesterday and today. 

Mr. Karzen. Lappreciate it very much. 
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T certainly try. I am not experienced. I have never had any ex- 
perience in this type of presentation. I really do not know what is 
expected of me. 

Mr. Preston. Lawyers know pretty well how to take care of them- 
selves, 

Mr. Rooney. I think he is doing pretty well. 

Mr. Couperr. TI have no further questions, Mr. Chairman. 

Mr. Rooney. Mr. Bow? 

Mr. Bow. Mr. Chairman, I would like to ask the State Department 
a couple of questions, and I would like to ask them off the record, if 
I may. 

Mr. Rooney. Very well. 

Mr. Bow. (Discussion off the record.) 

That is all, Mr. Chairman. 

Mr. Rooney. Mr. Clevenger ? 

Mr. Cievencer. Mr. Chairman, I must confess amazement when 
yesterday we learned of a contract that our Government had entered 
into which made the generation of these sterile pounds possible. I 
know something about it, but I hesitate to comment. However, I 
would say that based upon the impression I have gained, and the fact 
that there is a residue of these pounds left, I would think, perhaps, 
that some legislative action looking toward the termination of this 
contract was in order. I do not know enough about it to be sure, but 
it seems that no one is looking after Uncle Sam and his interests in 
these things, and that we conceive ourselves in our foreign affairs to 
be an international Santa Claus. Certainly, we have not endeared 
ourselves to the world by being Santa Claus. The usual reaction, as 
it is in everyday life, is that “you did not give me enough.” However, 
I will go along with the majority with whatever is done in this com- 
mittee in its wisdom, but that does not take aw ay my amazement to 
find that we have signed an agreement as one-sided as this, and I do 
not think it is too late for us to correct it by proper legislation. 

Mr. Rooney. If there are no further questions, we thank you, gen- 
tlemen. 

Mr. Witxtnson. Thank you, Mr. Chairman. 

Mr. Karzen. Thank you very much for your consideration, gentle- 
men. 


Turspay, JuLY 9, 1957. 
CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


NATO PartiaMENTARY CONFERENCE 
WITNESS 


HON. WAYNE L. HAYS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OHIO 


Mr. Rooney. We are honored to have with us this morning the dis- 
tinguished gentleman from Ohio, Mr. Hays, who wishes to address 
the committee on the subject of contributions to international organi- 
zations, State Department, in connection with the NATO Parliamen- 
ary Conference; is that correct? 
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Mr. Hays. That is right, Mr. Chairman. 

Mr. Rooney. Will you please proceed, Mr. Hays? 

Mr. Hays. Thank you, Mr. Chairman. 

The situation in which we find ourselves is that, when this matter 
was set up, no one knew exactly what the budget w ould be; and, when 
the public law authorizing it was passed, frankly, with the advice of 
the staff of the Foreign Affairs Committee, we took a shot in the dark 
and included the very conservative amount of $6,000 for our contri- 
bution. 

When the staff, a very modest one, was set up to conduct this con- 
ference, of course we have certain expenses when it meets such as for 
translators and so on, it was found that the first suggested budget was 
inadequate, and it was ey raised the first year, and slightly 
raised again the second year. This leaves us in the anemeabla’ posi- 
iion for the period from the pete of the Conference to the end 
of this year, which is the end of that fiscal year, of being $5,695 short 
or, roughly, $5,700. 

I should like to have that amount included in the supplemental bill 
so that we could become paid up. 

We do not pay the high rates as are paid in some of the U. N. 
organizations, and so on. We pay exactly the same rate as NATO 
infrastructure, which is 24 percent. That is our share, fixed on that 
basis by the foreign ministers and so on as being a fair ratio. The 
British pay approximately 19 percent; the French around 18 per- 
cent; and the Germans about the same percentage. I believe Iceland 
has the lowest assessment, which is perhaps 2 percent. 

Mr. Roonry. Has this request been approved by the Bureau of the 
Budget ? 

Mr. Hays. I talked to the Bureau of the Budget about it. Very 
frankly, after all the discussion I had with them, I said “If you argued 
as much about every item as you have about this item, I do not see “how 
you organized a $70 billion budget within a period of a year.” How- 
ever, the Bureau of the Budget, finally agreed to interpose no objection. 

Mr. Marion, the Assistant Director, suggested language should be 
inserted in the bill that would make the “appropriation “for interna- 
tional organizations available to include the NATO Parliamentary 
Conference in an additional amount not to exceed $5,700, and he 
said that the Bureau of the Budget would have no objection to this. 

Mr. Rooney. This $5,696 would be in addition to the authorization ? 

Mr. Hays. That is right. 

Mr. Rooney. Is this $5,696 to be paid to the Conference itself? 

Mr. Hays. That is right. 

Mr. Roonry. When was the assessment made which called upon 
the American delegation to the NATO Parliamentary Conference to 
contribute this additional sum ? 

Mr. Hays. The amount was voted at the two plenary meetings 
that have been held. One was in 1955, and one was in 1956. The 
last one in which the budget was set up by the full group, including 
the Senate and the House Members who went over there, was last 
November. 
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Mr. Roonry. How many countries belong to the NATO Parlia- 
mentary Conference? 

Mr. Hays. Fifteen. It is composed of the same countries as NATO 
is. The NATO countries all send delegations and have all sent dele- 
gations in the past. In the Inter-Parliamentary Union every country 
which so desires and presumably has a parliament, including the 
Russians, may belong, but this is limited strictly to the countries in 
the North Atlantic Treaty Organization. 

Mr. Rooney. How much has been appropriated for fiscal 1957 thus 
far, Mr. Hays? 

Mr. Hays. $6,000. You see, gentlemen, this organization started 
without any appropriation from us, and it was almost a year after 
we had first sent a delegation until we got an authorization through 
at all. I thought on that basis it would be taken care of, but we found 
that the expenses were a little more than anticipated. We will have 
to come in with the proper authorization through the Foreign Affairs 
Committee before the next budget is submitted and acted upon. 

Mr. Preston. Well, it strikes me that this isa much more important 
operation than the Inter-Parliamentary Union. 

NATO has done a good job thus far, in my opinion, and any sup- 
porting organization which can make it more effective is bound to 
be important. 

Mr. Hays. Well, I may say just from my short observation of this 
group in action, and I have been chairman of the House delegation 
at both sessions, that it has done a great deal to bring about a better 
understanding between the Members of Congress who have attended 
and the members of parliaments of other countries who are sent there. 

You may or may not know that Admiral Wright, who is the su- 
preme commander of what is known at SACLANT at Norfolk, in- 
vited 40 members of the oa 14 parliaments and also Members of 
our Congress to come to Norfolk to see that operation, and they were 
over here about 2 weeks ago. 

I did not think to bring them, but T have had numerous letters from 
people such as the German general who is active in this work, and 
Admiral Haye, who is a member of Parliament, as well as Colonel 
Elliott, expressing how valuable it was for them to be ible to see 
SACLANT in operation, and how much they thought they could con- 
tribute in their parliaments as a result of this visit. 

That is one of the things that this organization has done, of course, 
with the assistance and cooperation of Admiral Wright. 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Rooney. Mr. Clevenger, do you have any questions? 

Mr. Crevencer. That was the naval review you are speaking of? 

Mr. Hays. No, Mr. Clevenger, it was the week after the naval re- 
view. The ships were still there, and they were taken on board an 
aircraft carrier and a guided-missile ship, and were given a briefing 
by the Admiral himself, and they spent a few days there. 

Mr. Rooney. It would appear from Public Law 689 of the 84th 
Congress, approved July 11, 1956, that an appropriation of $36,000 
annually is authorized, $6,000 of which shall be for the contribution 
to the NATO Parliamentary Conference, and $15,000 each for the 
House delegation and the Senate delegation. 
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What has been the situation with regard to this $30,000? 

Mr. Hays. Well Mr. Chairman, the first year we turned back, I 
think it was, in the neighborhood of between $4,000 and $5,000 from 
the House side. Presumably, the Senate side did not use any, because 
they did not send a delegation that year. As you know, the Union 
met in July near the end of the session, and I do not know whether 
they used any money or appropriated any money or what, but this past 
year, due to the fact that the group went over by ship and most of 
them returned by ship, our contribution on the House side was very 
largely used up. I thing there might be $1,000 or $1,200 to turn back. 

On the other hand, the Senate went over by a MATS plane, which 
was furnished to them by the military, and whether they reimbursed 
them for it, I do not know. I do not know what their situation is. 

Mr. Roonry. How many delegates were in the House delegation ? 

Mr. Hays. Nine. 

Mr. Rooney. And there were nine in the Senate delegation ? 

Mr. Hays. Yes, sir. 

Mr. Rooney. Is that the usual provision—nine each from the House 
and Senate ? 

Mr. Hays. Yes, sir. 

Mr. Roonry. How were these delegates selected ? 

Mr. Hays. By the Speaker of the House, and by the Vice President. 

Mr. Roonry. Mr. Clevenger, do you have any questions 4 

Mr. CLevencer. No questions. 

Mr. Rooney. Thank you, Mr. Hays. 

Mr. Hays. Thank you, sir. 

Mr. Rooney. We still have for the committee’s consideration the 
matter of the request for funds appropriated to the President’s special 
international program. I wonder whether or not we are going to have 
time to go into this $2.2 million additional request in view of the fact 
that we expect a quorum call in the House any minute. 

Off the record. 

( Discussion off the record.) 

Mr. Rooney. Since it seems to be agreeable with everyone, the com- 
mittee will reconvene on Friday morning at 10: 30, 
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Fripay, Jury 12, 1957. 
PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 
WITNESSES 


DEPARTMENT OF COMMERCE 


WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 
HARRISON T. McCLUNG, DIRECTOR, OFFICE OF INTERNATIONAL 
TRADE FAIRS 
OSCAR H. NEILSON, DIRECTOR, OFFICE OF BUDGET AND MANAGE- 
MENT 
DEPARTMENT OF STATE 


WILLIAM §. B. LACY, SPECIAL ASSISTANT TO THE SECRETARY OF 
STATE FOR EAST-WEST EXCHANGE 


UNITED STATES INFORMATION AGENCY 


ABBOTT WASHBURN, DEPUTY DIRECTOR 
BEN POSNER, BUDGET OFFICER 


Untirep Srates Exurerrion tv Moscow Farr 


Mr. Roonry. The committee will now please come to order. 

The matter with which we shall concern ourselves this morning is 
the request contained in House Document No. 198 entitled “President’s 
Special International Program,” for an additional amount for “Presi- 
dent’s Special International Program, $2,200,000, to remain avail- 
able until expended,” and so forth. 

In view of your persona] situation, Mr. Under Secretary, we shall 
be glad to hear your statement first. 


GENERAL STATEMENT OF UNDER SECRETARY OF COMMERCE 


Mr. Wiiii1ams. Thank you very much, Mr. Chairman. I appreci- 
ate that act of graciousness very much. 

I have a brief statement which I should like to read into the record, 
but before actually reading it, just a few informal words. 

I am not an expert on this international trade fair business, but I 
have had the opportunity of seeing some. I went to Bogota, Colom- 
bia, South America, last fall, and to the Bangkok, Thailand, fair, and 
visited the sites of the Tokyo and Paris and other fairs, and of course 
IT listened with a great deal of interest to the reports of Mr. McClung, 
the Director of the Office of International Trade Fairs, and of Mr. 
Traum, his Deputy Director, and I am frankly tremendously impressed 
with what this program is accomplishing. We are learning all the time 
and hope to do better, but I think without question of doubt these fairs 
have paid tremendous dividends in bringing about better understand- 
ing on the part of these countries where we show what America is and 
how America ticks. 

I hope that when Mr. McClung and Mr. Traum, either or both of 
them, may be called upon, you may want to press upon them to relate 
some human interest stories, particularly growing out of the Poznan, 
Poland, fair recently. Sometimes these human interest stories tell 
the story more impressively than the written story. 
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Now, if I may, I will proceed with the reading of this brief statement. 

Mr. Roonry. Very well, Mr. Undersecretary. 

Mr. Witiams. Since we appeared before this subcommittee in 
March and subsequently accepted the allocation made for the trade fair 
program it is a fair question to ask why we are here again. There has 
arisen an opportunity to carry on a solo exhibit in Moscow, in the sum- 
mer of 1958, It appears to be a bona fide opportunity, offered in good 
faith and upon terms that a survey team from State, USLA, and Com- 
merce looked into and approved as to arrangements last October. 
The nature of the proposed exhibit is such that expenditures for it 
would occur almost entirely in fiscal 1958. 


OBJECTIVES OF MOSCOW FAIR 


The Moscow project is a large one. It represents the largest exhibit 
yet undertaken under this program. It has a goal that is tangible and 
realistic. If given authority to proceed, we would expect to prepare 
an exhibit which would try to show— 

1. That American industry is producing goods in mass quan- 
tities at low prices. 

2. That every American family can and does own more and 
more of these goods. 

3. That United States has developed methods of production and 
distribution with the end view of less human labor and continually 
lowering costs. 


RESULTS OF POZNAN FAIR 


While this is a sizable thesis for the simple trade fair medium we 
believe the points can be made. Similar points were in fact realized 
in the exhibit recently shown at Poznan, Poland. If Poznan demon- 
strated anything it was that the products of American industries are 
the best salesmen for the American system. 

We greatly underestimated the interest that existed in Poland in 
American things. The exhibit was attended by immense and inter- 
ested crowds who took a warm interest toward America. Some of 
the photographs that were taken of the Poznan Fair show the immense 
crowds around the American exhibit. A similar betterment of under- 
standing can result from the exhibit at Moscow. 

We have looked at the present program most carefully to see if some 
portion of the Moscow project might be financed out of existing funds. 
In the belt tightening this spring we have already eliminated four im- 
portant fairs from our coming winter and spring of 1958 program. 
We have cut out the exhibits planned at Paris, Barcelona, Bogota, and 
Palermo. We have also cut down on the money set aside for advance 
expenses for 1958 fall fairs (occurring in fiscal year 1959). This 
figure has been reduced to only the necessary advance spending for Iz- 
mir, Turkey; Salonika, Greece; Zagreb, Yugoslavia; Vienna, Aus- 
tria; and Tunis, Tunisia. 

The above economies were necessary to keep within the allocation 
granted for fiscal year 1958, and leave only a bare minimum to con- 
tinue the program. To cut further would end the effectiveness of the 
program for there are now only 15 fairs all told in the reduced 1958 
fiscal year budget plan. 

93523—57——18 
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BASIS FOR COST ESTIMATE 


There remains the question of why it costs so much to have an ex- 
hibit at Gorki Park in Moscow. We are invited to put on an exhibit 
at a Moscow amusement park at the same time the Russian Govern- 
ment puts on a much larger exhibit at another location in the same 
city. The competing location is better laid out, more beautifully 
gardened, full of big fountains, and possesses $15 million worth of 
modern exhibit buildings. It is an annual fair, lasting all summer. 

The Gorki Park site, while even more conveniently located in rela- 
tion to the city of Moscow than the Russian fairgrounds, is relatively 
old and rundown. Its exhibit buildings are obsolescent and in some 

vases unsafe for the mass attendance we anticipate. The gardens and 
general layout of Gorki Park are considerably less attractive than 
those at the Russians’ own f: uirgrounds. 

Therefore, we plan to create our own landscaped setting and build 
at least one very large, attractive building. We will renovate and re- 
model at least 2 of the remaining 3 buildings. This portion of the 
project alone will cost us as much as our entire budget for the Poznan 
Fair exhibit just completed. 

The rent alone proposed for the Gorki Park site is $196,000. It also 
appears advantageous to staff an exhibit in Moscow with American 
citizens (who speak Russian, of course). Paying transportation and 
per diem for the required crew of about a hundred people involves per- 
sonnel cost of $356,000. 

The United States survey team which visited Moscow last October 
sought unsuccessfully to lower the cost items in the estimate submitted 
herewith. 

The exhibit planned is approximately 135,000 square feet in land 
area and it is estimated our show will draw up to 2 million people from 
all over the Soviet Union in the 30 days in which it is expected to be 
open. While this will give us a high per capita cost, the effect of the 
exhibit will spread far beyond the 2 million individuals who person- 
ally see it. In view of the highly successful Poznan experience we 
find ourselves hoping} you will tell us to go ahead. 

Now, as I indicated in my prefacing remarks, Mr. Chairman, Mr. 
McClung, who is Director of our Office of International Trade Fairs, 
and Mr. Traum, the Deputy Director, and some of their assistants, are 
here for questioning in regard to the details as a backdrop of the Mos- 
cow Fair, and to give you details as to any of the fairs where we have 
entered exhibits. 

Mr. Rooney. Very well, Mr. Under Secretary. We thank you for 
for your statement. 

Mr. Wuuiams. Thank you very much. Will it be agreeable to you, 
then, Mr. Chairman, if I excuse myself? 

Mr. Roonry. Yes; most certainly. 

Mr. Wuu1ams. Thank you very much. 
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JUSTIFICATION DATA 


Mr. Rooney. At this point in the record we shall insert the entire 
set. of justifications, consisting of 10 pages. 


(The justification referred to is as follows :) 
(H. Doc. 198) 


President’s special international program for X months from July 1, 1957 


Mipprowrinted to Cetin 2 ek i wien tba $12, 400, 000 
plemented | cnet oe ono ts Bee ee ee ae * 2, 200, 000 
EWGHL, SUUCM) ONE Pie eae tice be eel 14, 600, 000 
Employment: 
Average number, current appropriation__________-___--___--_______ 220 
Deere Tu WR el: CA Ui i ac icnicen ace Riv eliviiccnies ichaisaican 26 
Movant: emapbowumen’ Way Be TG Cot criti pce ibe Sages anstninbnbigdcngl 171 


21To remain available until expended. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is for a United States exhibition in 
Moscow in the summer of 1958. The Union of Soviet Socialist Republics has 
inquired as to our interest in such an exhibit. This appropriation would be used 
to build and operate a large exhibit of American life and industry in Gorki Park, 
Moscow. 

The arrangements for and the construction of such an exhibit must be begun 
immediately and substantially completed during the fiscal year 1958. The op- 
portunity for placing such an exhibit was not tangible at the time the regular 
estimates for fiscal year 1958 were prepared and, therefore, no funds for such 
purpose were included in that estimate. 


APPROPRIATION LANGUAGE 


“For an additional amount for ‘President’s special international program’, 
$2,200,000, to remain available until expended: Provided, That the limitation 
under this head in the Departments of State and Justice, the Judiciary, and 
Related Agencies Appropriation Act, 1958, on the amount available for repre- 
sentation, is increased from ‘$25,000’ to ‘$30,000’.” 


ALLOCATION TO DEPARTMENT OF COMMERCE 


This budget estimate for $2,200,000 is supplemental to the fiscal year 1958 ap- 
propriation of $3,600,000 allocated to the Department of Commerce for trade fair 
participation. These funds would be used to stage a solo United States trade 
fair exhibit in Moscow in the summer of 1958. The program presented to the Con- 
gress in support of the 1958 budget listed various fair participations outside the 
Soviet bloc but only $310,000 for a fair in eastern Europe. Since that budget 
was submitted, there has developed a real possibility of organizing a success- 
ful United States exhibit in Moscow during the summer of 1958. 

Proposals for a United States solo exhibit in Gorki Park, Moscow, were con- 
sidered by an interdepartmental committee in May 1956 and in October-Novem- 
ber 1956. Because of insufficient funds and time a 1956 exhibit could not be held. 
In October 1956 the commitee decided preliminary steps should be taken toward 
a 1957 exhibit, including the sending a survey team to Moscow. The lack of 
funds for such an exhibit was still a problem when the survey team in concur- 
rence with the Embassy in Moscow recommended in favor of the exhibit. Sub- 
sequently, the Hungarian situation cast its shadow over the whole undertaking. 
On November 7, 1956, the committee reluctantly decided against the proposed 
exhibit in Moscow in 1957. 

The trend of events since last fall and as envisaged over the next year appears 
to favor the staging of an exhibit. The Soviet Embassy has recently approached 
the United States Government with a query as to United States interest in ar- 
ranging such an exhibit in Gorki Park for next year. These two factors, in addi- 
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tion to the advantages of such a project stated below, have been the basis for 
deciding to request funds for a 1958 solo exhibit in Moscow. 

A 1958 Moscow exhibit can provide a useful and unique opportunity to correct 
misconceptions about the United States. 

A worldwide thirst exists for real knowledge of how the United States and its 
people are getting along, how Americans are actually living today. Whether 
our people generally are in fact taking part in a steady march of peacetime prog- 
ress is a matter of hope and fear in homes and on farms throughout the world. 
This widespread thirst for the facts about America exists in Russia as it does in 
other areas of the world. To satisfy this interest in Moscow is a great present 
opportunity. 

What we were invited to do in Moscow last year was to rent part of a public 
recreation park (Gorki Park) and to install therein a solo agricultural and indus- 
trial exhibit. Gorki Park is a very popular place conveniently located within 10 
minutes of downtown Moscow by car or bus. It is a fenced-in park that charges 
admission to each visitor. Besides offering recreation, restaurants, and the like, 
it has buildings in which various countries, one after the other, display their 
wares. We were offered an option last year to rent some or all of the foreign- 
exhibit buildings, and all would have been required to put on a representative 
exhibit. It should be emphasized, however, that this is not an international 
trade fair but a solo exhibit. It would remain open to the public for approxi- 
mately 30 days. 

There is in Moscow each summer another and much larger fair, an agricul- 
tural fair at a completely different site some miles away from Gorki Park. This 
annual All-Russian Agricultural Fair is a huge, glitteringly brilliant, all-summer- 
long event confined entirely to Russian exhibits. Its permanent buildings and 
gardens are said to represent, and indeed would represent if built in the United 
States, an investment of over $15 million. 

Should we exhibit in Gorki Park, the Russian people and thousands of visitors 
from elsewhere behind the curtain who come to see the two exhibits will inevitably 
compare ours in Gorki Park to theirs at the Russian fair. We cannot count on 
any allowances being made because of our logistical problems or the impossibil- 
ity of matching their costly buildings and grounds. We must expect a straight 
one-exhibit-against-the-other judgment. Our exhibit will need to be of sufficient 
size, scope, and quality to stand the comparison and to adequately reflect Ameri- 
can activities. 

The actual selection and fabrication of exhibit components would occupy much 
of the necessary lead time of the project, and no precise description of them is 
now available. However, consumer goods, clothing and shoes, homes and home 
furnishings, light farm equipment, automobiles, and food processing, handling, 
and distribution are typical of the probable areas to be included. 

In the process of more definitely determining the framework and content of 
the exhibits, due attention will be given to cultural aspects of American life. 

Exhibits in such fields as those listed above—exhibits good enough to repre- 
sent the very best of which America is capable—are to be assembled and operated 
in Moscow under circumstances, most of which are now and will remain unpre- 
dictable. 

We are contemplating a most conservative and careful approach. It is pro- 
posed to: 

1. Prefabricate all exhibits and structures either in America or Western Europe 
to the greatest degree possible. 

2. Ship in specially built, overseas-type theatrical cases. 

3. Do only the assembling and operating in Moscow itself. 

4. In Moscow, for technical or skilled jobs, utilize only American personnel and 
equipment brought from America. 

5. Provide our own sources of power, bring in our own gasoline and diesel 
fuel, and so forth. 

Should conditions be such that we are able to operate differently than assumed, 
the job might be simpler and some cost factors may be modified. 

There is another unpredictable, however. The extent to which American busi- 
ness will cooperate by loaning or giving items for exhibits, and absorb the salary 
eosts of technical personnel sent to supervise the installation and operation of 
their equipment is vague and doubtful. We are sure of some degree of coopera- 
tion, but enough United States businessmen were approached last year to reveal 
that business cooperation cannot be counted upon to the same extent as in fairs 
outside the Soviet bloc. 


' 
| 
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We contemplate, then, prebuilt, transportable exhibit units; totaling approxi- 
mately 60,000 square feet of interior space, plus an outdoor area of 75,000 square 
feet, which when reduced by walks, roads, and landscaping, would provide about 
40,000 square feet of outdoor exhibits. 

Last year’s study of the grounds and facilities produced an estimated cost for 
an adequate United States exhibit of $2,300,000. With the new ruble/dollar pre- 
mium rate, the cost of per diem for assigned staff is reduced accordingly from 
last year. Our current estimate of the cost is as follows: 





1. Space: Bestelsvn lu scii ess citi dawson beans $196, 000 
2. Btructweeel Jacobi) leis cs sacl tetesek ite. ciateces eeeeen 400, 000 
S. Fabrication Gf) exWipite. otc ek eiciubeni Asati sinienmetiad 520, 009 
4. Comstruction: finetiisiais —sciitcck aie eile cnet 288, 000 
Si OOCTUtins COM eee eae ee ee ee ee ee 416, 000 
Ciera TRUDE "G0 RUN UNS i Sh oe oo a ene 100, 000 
Ti Rec GG. Oner OOPTION en cena bkeeee 80, 000 
iy PERI ROOT: NGI ic Sipe cc a a ra 200, 000 

NIN ics ch en so ach tsar as sae nes a Eee cee 2, 200, 000 


The basic assumptions underlying each of the items of cost are stated in the 
following paragraphs. 

1. Space rental was established last year at $195,750 in United States dollars. 
This estimate assumes that the same space offered to the United States last year 
will be offered at the rates quoted last year. 

2. Before the survey trip last year, it was thought that present buildings 
could be used, and would be adequate. On inspection, it developed that the 
buildings available for foreign exhibits in Gorki Park are old and structurally 
dangerous, with many pillars, nooks and much wasted area. Some of the pres- 
ent buildings will have to be demolished and at least one larger new exhibit hall 
will have to be erected. 

3. Fabrication of exhibits includes the planning, design and construction of 
the exhibits, packing cases, lights, backdrops and signs. Costs of services and 
materials required to produce exhibits and procurement costs of all exhibit com- 
ponents which cannot be obtained by loan or gift are included in this category. 
Prefabrication of exhibits will be more expensive than our usual practice of 
building exhibits on the fair site. Our estimate allows $8 per square foot for 
interior exhibits and $1 per square foot for outdoor exhibits and is based on 
our recent experience at the Poznan Fair, our first venture into large scale pre- 
fabrication. 

4. A construction force of approximately 90 Americans will be needed for 
installation of the exhibit in Moscow. It is estimated that these workers will 
be required for an average of 45 days each and will possess the following skills: 


12 trained exhibit handlers 4 sign painters 

12 carpenters 4 forklift and equipment operators 

8 electricians 8 job foremen 

8 pipefitters and plumbers 4 architects 

8 painters and decorators 4 architectural draftsmen 

+ bricklayers and stonemasons 4 gardeners 

4 display arrangers 6 clerical and fiscal workers 

Transportation and per diem en route, 90 persons, at $1,400__________ $126, 000 

Per diem in Moscow, 90 persons, average 45 days, at $16 per day______ 65, 009 

Salaries and wages, 90 persons, average 45 days at $24 per day________ 97, 000 
TD Siig ten ck alias tacit geen sed ces asain casio eed NE Se 


5. Operating the exhibit calls for a crew different than the construction force 
The size of the exhibit contemplated requires an estimated 100 specialized 
American personnel, with skills as follows: 


35 leeturers and demonstrators 20 guides 
20 technicians 25 guards and custodians 


In addition, there would be some local costs for materials, services, and per- 
sonnel. An estimated $5,000 for representation is included here. It is antici- 
pated this would be a major public event in Moscow and consequently it is nec- 
essary to anticipate appropriate social occasions such as opening day and 
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ceremonial visits by ranking Soviet officials. These kinds of events tend to focus 
press stories and therefore increase the impact of the exhibit. 


(a) American operating personnel: 
Transportation and per diem en route, 100 persons, at $1,400__._ $140, 000 
Per diem in Moscow, 1000 persons for 60 days, at $16__-_-___-- 96, 000 
Salaries for American personnel, 100 persons for 60 days, at $20__ 120, 000 


Nn a eek aa = acl aera hasta thie 356, 000 
(6) Local incidental operating costs (includes demolition of existing 
structures, some building and landscaping materials, incidental hire 
of local labor, vehicle hire, laundering and dry cleaning of uni- 
forms and fabrics, miscellaneous repair services, assistance in de- 
mounting and repacking exhibit, and representation) —~-______------- 60, 000 


I ceca the er con toamnen tea tec a EN Aa cad beat adiaielnis 416, 000 


6. Transportation: of things from New York dockside to Moscow plus return 
shipments to United States and other locations is estimated at $100,000. 

7. Communication services, printing and reproduction, utilities, and items such 
as customs expense, drayage, and storage, stevedoring, and restoration of site 
are estimated as a lump sum of $80,000. 

8. Supervisory costs include salaries and retirement fund contributions of 
additional OITF staff directly attributable to the Moscow exhibit and travel 
expenses of OITF staff members. It is estimated that a staff of 20 persons will 
be required to conduct field operations and that 6 additional positions will be 
required in Washington. Since none of these positions would be filled for a full 
year, only 14 man-years at a net cost of $100,000 for salaries plus $6,500 for re- 
tirement contributions is included in the estimate. Virtually all other staff 
members of OITF, whose salaries are to be paid from funds already appropri- 
ated, will be devoting a part of their time to this project during the coming year. 
The supervisory staff proposed in the estimate consists of the following posi- 
tions: 


a et 
Title | Number 





| | 
| GS-grade | Man-years| Net cost 
Field operations staff: j 
Exhibit manage ] 15 | 0. 75 $8, 708 
Deputy exhibit manager l 15 75 8, 708 
Associate exhibit manager 5 14 2. 50 2h, 800 
Maintenance en I 14 0) 5, 160 
Administrative « I i 14 75 7, 740 
Administrative assistant 2 11 1.00 6, 390 
Interpreter and translator - 2 il 1. 00 6, 390 
Secretary 1 7 75 3, 394 
Secretary 4 2 5 1.00 3, 670 
Clerk-stenographer 2 1.00 | 3, 670 
Clerk-typist ‘ : 2 4 1.00 3, 415 
| 


Total... 20 11. 00 83, 045 


Washington support staff: | 
Research specialist l 14 75 7, 740 


Procurement and contract specialist 2 i3 1. 0U 5, 990 
Secretary | 3 5 1. 75 6, 422 
Total... ae Sia i 6 3. 50 23, 152 


Total supervisory staff eee 26 | 14. 50 106, 197 
Undistributed lapse a eens ibs, cee —. 50 —6, 197 
Net personal services ate . 26 ats 14. 00 | 100, 000 


| | | 


The estimate includes $93,500 for travel of OITF staff members. This con- 
templates a total of 28 round trips between Washington, D. C., and Moscow at 
cost of $88,000 for travel and per diem and provides $5,500 for domestic United 
States travel and per diem in connection with the project. 


Timing of obligations 
The estimate assumes that $2 million of the funds requested would be re- 
quired for obligation during fiscal year 1958, with the balance of $200,000 to be 


obligated in fiscal year 1959. This is predicated on an assumption that the 
exhibit would run for approximately 30 days with opening day early in July. 
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af Rooney. Now, Mr. Washburn, do you have a general state- 
ment ¢ 

Mr. Wasusurn. Yes, Mr. Chairman, I have a short statement. 

Mr. Rooney. Will you please proceed ? 


GENERAL STATEMENT OF Deputy Director, USLA 


Mr. Wasusurn. This supplementary appropriation to the Presi- 
dent’s special international program, in the amount of $2,200,000, is 
being requested to finance a United States exhibition in Gorki Park, 
Moscow, in the summer of 1958. It is planned as an exhibit of Amer- 
ican life, industry, and culture. 


REASON FOR SUPPLEMENTAL ESTIMATE 


When the regular budget estimates for fiscal 1958 were discussed 
with this committee earlier, the opportunity for carrying through 
such an exhibition did not exist. Since that time, however, the So- 
viet authorities have indicated that space in Gorki Park would defi- 
nitely be available to the United States in 1958. This fact, coupled 
with our conviction that such an exhibit would advance the objectives 
of the United States, is the reason for the request for a supplemental 
at this time. 

Within the executive branch there is unanimous agreement on the 
project. Each Washington department and agency concerned—the 
United States Embassy in Moscow, and the Operations Coordinating 
Board of NSC—have all recommended an exhibit in Moscow, an ex- 
hibit of sufficient size and importance to have a lasting impact on 
Soviet citizens. It is estimated conservatively that some 2 million 
people would go through the exhibit. 


ADVANTAGE OF HOLDING FAIR IN MOSCOW 


The dissemination in the Soviet Union of knowledge and facts about 
America cannot fail to have a salutary effect. Unfortunately, the 
great majority of Russians know of the United States only through 
hearsay, often colored by misconceptions. The experience of seeing the 
real things which go to make up American life will, we believe, have 
a favorable effect upon their relations with us and upon their Govern- 
ment’s attitudes toward the United States. 

If undertaken, this project, in our judgment, should be a major 
exhibit. It should be the best that is within our power to create. 
Anything less would not accomplish the objective, and could not stand 
up against the competition of the vast permanent Russian exposition 
located on the outskirts of Moscow. 

There is enormous curiosity about the United States in the Soviet 
Union. Without question, the Russian people would flock to see this 
exhibit—not just the citizens of Moscow, but also the many thousands 
of visitors from all over the Soviet Union. It offers an opportunity 
to force another hole in the Iron Curtain, and reach the Russian people 
directly—reach them directly with the truth about the United Rates, 
the kind of people we are, the way we live and work. 

We are convinced that this project would make a substantial contri- 
bution to international understanding and peace, and sincerely hope 
the committee will reach a decision to go forward with it. 
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Ambassador William S. B, Lacy, special assistant to the Secretary 
of State for East-West Exchanges, is here to discuss the Government 
policy on the proposed project. 


DATE OF RUSSIAN INVITATION FOR UNITED STATES TO HOLD FAIR 
IN MOSCOW 


Mr. Roonry. When was the inquiry made by the Soviet Union as to 
our interest in such an exhibit as this? 

Mr. Wasupurn. Do you have that date? 

Mr. Rooney. I should assume Mr. Lacy could answer that. 

Mr. Lacy. Yes. The first inquiry was made last summer, and as a 
result of that inquiry we dispatched our survey team to that country. 
Then, as a result of the Hungarian rebellion, we suspended our con- 
sideration of Russia until mid-April, at which time the President 
agreed we could go ahead. However, a definite invitation from the 
Russians was not received until after the Department of Commerce 
had made its statement to you for allocations for fairs, which ac- 
counts for our being here this morning. 

Mr. Roonry. When was that? 

Mr. Lacy. When was what, sir? 

Mr. Rooney. When was the latter event to which you have referred ? 

Mr. Lacy. The definite invitation ? 

Mr. Rooney. Yes. 

Mr. Lacy. May 5, sir. 

Mr. Rooney. Were these justifications just recently set up? Who 
prepared these justifications ? 

Mr. McCriune. The Department of Commerce. 

Mr. Roonry. Were they recently set up, Mr. McClung? 

Mr. McCune. Yes, sir; within the last 30 days. 

Mr. Roonry. One might gain the idea from reading them that this 
was all in a nebulous state. You say— 

The trend of events since last fall and as envisaged over the next year appears 
to favor the staging of an exhibit. 

What did you have in mind when that sentence was written ? 

Mr. McCuunc. Well, as to the trend of events, I think I should 
ask the State Department to handle that, but the climate, which was 
so unfavorable at the time of the Hungarian episode, has shifted to 

a point where it looks as though we again feel that it is profitable to 
deal directly with the Russian people in as many ways as are practical. 

This may be interesting just as a sidelight. This invitation came 
in a very peculiar way. It was transmitted to me through our ex- 
port control people, which is a subdepartment of the Department of 
Commerce, which was neither the way in which it had come in a year 
ago nor what would ordinarily have been considered the usual route. 
You would think it would come through the Embassy in Moscow and 
to the State Department. Strangely enough, this came from the Mos- 
cow Chamber of Commerce—which is not like our chambers of com- 
merce: it is a part of the government—to our Export Control De- 
partment of the Department of Commerce, and from them to me, 
and from me to Mr. Henderson in the State Department, who immedi- 
ately put it before the OCB Trade Fair Committee on May 5. 
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I think the only explanation is that since they did give us an in- 
vitation a year ago and since we did not accept it, that they did not 
want to put themselves to the embarrassment of issuing another formal 
invitation and perhaps being snubbed again, so they fed it into the 
back door to see what we would do. But the same people we dealt 
with in Moscow a year ago were in Poznan, stopping at the same 
hotel we were, and we saw them several times and they had two points, 
(1) “We are delighted to be at your Oklahoma Fair” and (2) “We 
hope you will be our guests next summer.” 


OFFICIAL STATUS OF MOSCOW CHAMBER OF COMMERCE 


Mr. Roonry. Is the Moscow Chamber of Commerce an official agen- 
cy of the Soviet Union ? 

Mr. McCune. Yes, sir. 

Mr. Roonry. What is there in writing that would prove that? I 
am prompted to make that inquiry because of another statement on 
page 3 of the justifications: 

There has developed a real possibility of organizing a successful United States 
exhibit in Moscow during the summer of 1958. 

What is there in writing in regard to this? 

Mr. Lacy. Maybe I can help out there, Mr. Chairman. We have 
a telegram from our Embassy in Moscow dated June 28, the pertinent 
parts of which I will read, although this is confidential. Is that all 
right ? 

Mr. Roonry. Well, why can’t you give us as much of it as you can 
for the record ? 

Mr. Lacy. I will paraphrase it. Our Embassy officials went to see 
the head of the Chamber of Commerce of Moscow on the previous day, 
the 27th. 

Mr. Rooney. The 27th of what ? 

Mr. Lacy. Of June, 1957. And discussed the prospect of American 
participation in the Gorki Park exhibit in 1958. He confirmed, hav- 
ing cordially received our officers, that they would welcome a United 
States exhibit in 1958. This official went on to inquire concerning the 
character of the exhibit that we would put up, and he said that 
the Soviets would have no objection to exhibits which pictured daily 
life in American cities, and they were also interested in machinery. 

I think that is about it. 

Mr. Rooney. Has this been cleared with the Soviet Foreign Minis- 
ter, on that level ¢ 

Mr. Lacy. It would have to be. I have no doubt of that, Mr. Chair- 
man. 

Mr. Roonry. Why do you say that? 

Mr. Lacy. Because I have no doubt that the head of the Moscow 
Chamber of Commerce would not dare move ahead without the ap 
proval of the Foreign Minister. 

Mr. Roonry. Could you get a statement from the Foreign Minister ? 

Mr. Lacy. Could we? 

Mr. Rooney. Yes. 

Mr, Lacy. Yes, we could. 

Mr. Rooney. Have you done so up to now ? 

Mr. Lacy. No. We have not thought it necessary. 
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Mr. Rooney. Suppose we appropriate $2 million and then the Soviet 
Foreign Minister says it is all off. That is a fair thought, is it not? 

Mr. Lacy. It is certainly a possibility, but frankly I do not think 
it is a probability. I do not think Mr. Nestrov, the head of the Mos- 
cow Chamber of Commerce, would have the fortitude to invite us in 
without the Foreign Minister’s distinct approval. 

Mr. Roonry. But doesn’t this give the Soviet Foreign Minister the 
opportunity to exercise a veto power after the Moscow Chamber of 
Commerce extends the invitation ? 

Mr. Lacy. It is conceivable, but we think it is unlikely to the point 
of impossibility. 

Mr. Rooney. What was that June date you gave us a while ago? 

Mr. Lacy. June 28. 

Mr. Rooney. Of 1957 

Mr. Lacy. Yes, sir. 

Mr. Roonry. You apparently sent the budget request up some 10 
days before that. 

Mr. Lacy. Yes, because we had asked the Embassy in Moscow to go 
in and discuss definitely with Nestrov to the end we knew we were in 
receipt of a definite invitation. 


RUSSIAN AGRICULTURAL FAIR 


Mr. Roonry. You might develop for the record the details of this | 
trade fair exhibit and what other countries, if any, are going to be 
represented. As I understand from the testimony so far, the Soviets 
are going to have a location on the outskirts of Mose ‘OW, and this pro- | 
posed United States exhibit would be located in Gorki Park. Are 
there any other nations to be represented ? 

Mr. Lacy. I think the Department of Commerce can answer that | 
question, sir. 

Mr. McCiwuna. No, sir. That is the intent of the word “solo” as it 
is used in the justification. Every year for a number of years the 
Russians have been adding to the very large agricultural fair grounds 
that they have slightly outside of the city, to the point where it is now 
a very large and very beautiful strictly Russian agricultural fair. 

“ach of the fifteen-odd nations, or states as we would call them, 
that are part of the Russian system, has a pavilion of its own, and 
there is a great deal of duplication between buildings. Each building 
is full of the products of its own area, all the way from wheat and fruits 
and butter to coal or whatever it turns out. They run this fair from 
early spring until late fall. We were there in late October and the fair 
was still running, but was about to close. They use it as a show place 
for all the visiting delegations within the Soviet orbit, from all over 
the Communist world. [Everybody that comes to Moscow goes to that 
fair. That is their own show and no other nation has a part in it. 


















UNITED STATES FAIR TO BE LOCATED IN GORKI PARK 








However, closer in to the city there is this large public park, which 
is a sort of a cross between Central Park and Coney Island. It is along 
the river and really a lovely place, but you will run into places within 
the same park where there are merry-go-rounds and ferris wheels, and 
all the things we would find in what we call a commercial amusement 


park. 
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Mr. Wasueurn. This is Gorki Park. 

Mr. McCuune. Yes, sir. 

Mr. Rooney. As I understand, the Russian fair will run all summer. 
Is that right ? 

Mr. McCuiwne. Yes, sir. 

Mr. Rooney. And this fair or exhibit of ours will last 30 days? 

Mr. McCune. Our exhibit would last 30 days. Gorki Park itself 
would be open all summer, and they charge admission. You pay, I 
think 1 ruble, 25 cents, to go in and then ° you can go around in the 
park wherever you wish. 

In Gorki Park there are four buildings all in one area which they 
have habitually rented to national groups for exhibits of national prod- 
ucts. When we were there the North Koreans had one building where 
they were holding an exhibit; the Hungarians were holding an exhibit 
in another building. They let this space out to any nation that wants 
it. Their proposition to us was they would rent us one building or all 
of them. This whole area would be rented to us if we want it. 

Mr. Rooney. But my point is, the Russian fair is a summer-long 
proposition ¢ 

Mr. McCune. That is correct. 

Mr. Rooney. How long during the summer is Gorki Park open / 

Mr. McCuune. The park itself is open all summer also. 


PROPOSED DURATION OF UNITED STATES FAIR 


Mr. Rooney. Well, are we going to be entitled to use space there for 
only 30 days in the summer, is that correct ? 

Mr. McCrune. We could use it for longer if we so wished. We had 
a feeling 30 days might be about the right duration. We will be main- 
taining that fair at a rather large operating cost. 

Mr. Roonry. This would cost about $70,000 a day, average cost for 
30 days, would it not ? 

Mr. McCune. I have not figured it out, but I am sure you are right. 

Mr. Roonry. Approximately. Would it not be more advantageous 
to have the exhibit there for 60 days since we are investing that much 
money in it? 

Mr. McCiuna. That would be something I would want to check 
carefully with the Embassy in Moscow. We have considered running 
it as long as 6 weeks. We have never considered running it for 2 
months. It would, of course, reduce the cost per day very materially 
if you increased the duration of the exhibit. This would increase the 
amount of money for the per diem and salary costs of roughly 150 
Americans. 

RENTAL COST OF GORKI PARK 


Mr. Rooney. And it would increase the rent ? 

Mr. McCiune. By $65,000, roughly. 

Mr. Roonry. What is the rent ? 

Mr. McCiuna. $196,000. 

Mr. Rooney. Do we pay rent at any of the other trade fairs in which 
we participate ? 

‘Mr. McCrune. We do, sir. This, however, is quite a high rent. One 

of the reasons for it is that this is a rent by the month. It is about 
$65,000 a month, and we figured we would have to rent it for 3 months, 
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; 
| 


because it will take a month to get ready for the fair, and close to a 
month to take it away and clear the land and get it back in such shape 
as they would consider satisfactory. So we would have to pay 3 
months’ rent anyway, and the extra month’s rent would be a matter 
of $65,000. 

Mr. Roonry. Do we have available any foreign currency with which 
to pay this rent, or do we have to pay good American dollars? 

Mr. McCune. So far as I know we have no local currency there. 

Mr. Posner. I checked that, Mr. Chairman. 

There is no foreign currency owned by us in Russia that we could 
use for this purpose. 

Mr. McCrone. In that respec t we are not as well off as in some other 
countries. 

POZNAN FAIR 


Mr. Rooney. Is the Poznan Fair over now? 

Mr. McCune. Yes, sir. 

Mr. Roonry. How long did that run? 

Mr. McCune. For 3 weeks. 

Mr. Rooney. Did we pay rent there? 

Mr. McCune. We did pay rent there. 

Mr. Rooney. How much? 

Mr. McCune. A little over $20,000. That was a bare-ground 
rental, because we built our own building complete there. 

Mr. Rooney. Secretary Williams referred to some pictures of the 
Poznan Fair. Do you have any with you? 

Mr. Traum. Yes, sir. 

Mr. Roonry. May we see them, please ? 

eee were handed to the chairman.) 

Mr. McCiune. I may say we have a good many; I guess we have 
as many as 100 pictures, because almost every American magazine 
showed up at Poznan with a photographer, and some of the big news- 
papers like the New York Times also had their own photographers 
there, so the photographic coverage at Poznan was very high. There 
is, however, a similarity in the pictures because, with the tremendous 
crowds, you tend to ts aks pictures largely of crowds of people. Even 


the pictures, however, do not give you a fair idea of the crowds. The 


last Sunday of the fair some 150,000 people tried to see our exhibit. 
COOPERATION OF AMERICAN BUSINESS 


Mr. Roonry. What is the situation with regard to the paragraph at 
page 5 of the justifications concerning American business cooperation 
by ‘loaning or giving items for exhibits and absorbing the salary costs 
of technical personnel ? 

Mr. McCuiune. The usual practice in these trade fairs—— 

Mr. Roonry. What is the situation in regard to this trade fair? 

Mr. McCroune. We are quite certain that most of the actual tech- 
nicians will be furnished by business, with business absorbing their 
salary costs and the Government paying their per diem and travel. 

There is some question as to whether individual businesses will 
cooperate as readily in sending machinery to Russia. partially, I 
suppose, because of the feeling that it will be copied and no attention 
will be paid to patent rights, and partially, I suppose, for the rather 
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earthy reason that some American businesses see no possibility of 
their ever developing a business or a trade there. Our feeling that 
we will be successful in getting business help, however, is based on 
the Poznan experience where, while several big companies did turn 
us down—— 


REFUSAL OF AMERICAN BUSINESS TO PARTICIPATE 


Mr. Roonry. Who turned you down? 

Mr. McCuiune. Well, for instance, General Motors said they wanted 
no part of Poznan. 

Mr. Rooney. What other companies turned you down ? 

Mr. McCuunge. I think General Electric was another that felt they 
had no reason to go into Poland. However, there were over 330 
different American companies which did go in, and I think they are 
all glad they did. I think the Poznan experience will help us in 
Moscow. 

Mr. Rooney. What other big American companies turned you down 
in Poznan? 

Mr. McCtiune. I am afraid I cannot give you any more. Those 
were the two we were anxious to get help from. 

Mr. Roonry. This is evidently a matter of dollars and cents largely, 
is it not? 

Mr. McCuiuna. I do not know. In the case of both companies, 
we took it up with the top management through Secretary Weeks. 


EXPENDITURES FOR POZNAN FAIR 


Mr. Roonry. How much has been expended to date in connection 
with the Poznan Fair? 

Mr. McCune. I am not sure I can give you a figure as of this date, 
but I think $400,000 is a very accurate estimate of what we have spent 
up to this moment. We will have some other expenses on top of that, 
so that we will approach something like $450,000, I believe. 

Mr. Roonry. Did we show any automobiles in Poznan? 

Mr. McCriuna. We did. We had 6 automobiles and 2 trucks, at 
least. 

Mr. Rooney. Farm equipment? 

Mr. McCiune. We had a great deal of farm equipment, so much 
so that we had to rent another fairground, in effect. We had to go 
outside of the fair and set up our farm equipment on a 2-acre plot so 
as to be able to demonstrate this equipment. We had eight different 
tractors, each with all of their attachments, and we literally put on a 
farm show out there. 

Mr. Rooney. Are there any general questions at this point? Mr. 
Preston. 

PROPOSED DURATION OF MOSCOW FAIR 


Mr. Preston. I certainly want to concur at this point, Mr. Chair- 
man, in what you said about a 30-day fair. I think 3 weeks is too 
shert at Poznan, but in Moscow, it occurs to me, it would be a better 
investment to make it a 60-day exhibit at a cost of $65,000 additional 
for rent, and about $100,000 additional for per diems and salaries, or 
a total of about $165,000 extra. Being able to go in and draw some 
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comparison between the standards of living and illustrate our type 
of culture is an opportunity we can ill afford to overlook, and we 
should get the maximum benefits. 

How did you happen to approve the 30-day period? Was it a matter 
of opinion of the people who passed on it, or was it a matter of financ- 
ing it? 

Mr. McCuiune. The former is true. The average trade fair runs 10 
to 12 days. We felt this was running three times as long as the average 
fair, and at some stage you begin to get a diminishing return, and we 
felt—I hate to use the word propagand: a—but we felt that the possi- 
bility of photographs in the Communist press showing skimpy crowds 
at the American exhibit because it had been there too long, should be 
a part of the equation. That is why I say I would rather clear it with 
the Embassy. 

I think we could set it hii on the basis of a month and come pretty 
close to playing it by ear. If the crowds began to drop off appreci- 
ably, we could close it. W e could have some leeway there because we 
are our bosses in that so long as we have paid our rent we could go 
ahead or close it. 

Mr. Preston. I would suggest you pay another month’s rent and 
caution your people they might be required to stay a month or so 
longer. These people in Russia have never had a look at the West. 
They may find very unusual interests in this, different from the aver- 
age country you have been showing. 

Mr. McCune. That is very true. And the fact is that delegations 
come from all over the Communist world at the time when conditions 
in their own country permit them to come. In other words, the longer 
we stay open the more of these delegations will visit the exhibit. 

Mr. Preston. How about this building you willdemolish? Will you 
have to pay for it? 

Mr. McCiune. We will have to pay the cost of demolishing the 
building, but I do not think we will have to restore it or reimburse 
the fair management for it. That was talked of Jast year when we 
went over there. The building we want to take down is pretty close 
to falling down, and they know it as well as we do, and I am sure that 
the bargain can be pretty sharply drawn. We are confident we will 
not have to pay anything except they will make us put in our own 
bulldozers and pull it down. 


PAYMENT OF UNION WAGE SCALE RATES 


Mr. Preston. How do you get by paying lecturers and people of 
that kind less than you pay electricii ins and pipefitters and plumbers! 
a ou pay lecturers $20 a day and electricians and pipefitters and plumb- 

s $24 a day. 

‘74 McCune. That is true. We expect we will have to pay Ameri- 
can union scale wages. We hope we can deal with our union heads 
so that we will not be paying full union scale rates for the time the 
men are on boats or otherwise traveling around, and while they are 
living there over Saturdays and Sundays. We hope we will not. be 
paying the union scale rate whether they are working or not. 
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Mr. Preston. The only area I see of real criticism in this is if you 
will have to pay union people union rates while they are riding the 
high seas in a luxury liner or riding in the air. 

Mr. McCuone. I feel we can work that out. 


NEED FOR COOPERATION FROM LABOR UNIONS 


Mr. Preston. You feel you can work it out, but you know you are 
not dealing with novices when you deal with union bosses. I think 
you will have to appeal to their patriotism and try to work it out on 
that basis. They have just as much responsibility in this field, to make 
this exhibit a success, as the other people involved and as C ongress or 
the taxpayer have, so I would be very much disappointed if we » wound 
up paying these union members as high a rate of compensation while 
they trav eled to and from this place of employment and on weekends 
while they are there. 

Mr. McCune. May I cite an instance that happened last week 
We had eight of these large refrigerators such as we use in chain- 
stores that had to get across the country from the factory to the boat 
in New York. The factory was closed at the last minute by a strike. 
By dealing with the heads of the unions concerned, it was possible at 
the last moment to run those eight refrigerators, each on a truck, 
through the picket line and on its way to the boat. We have just had 
this response from the unions—a real feeling that this is their country, 
too, particularly when we get to the right person in the unions. 

Mr. Preston. This is a real opportunity for the labor unions to 
demonstrate their interest in helping in this problem and to make it 
clear that their first interest is not in the dollar, but that they have an 
equal amount of interest in the welfare of our country and in taking 
maximum advantage of this opportunity. I hope the union leaders 
will cooperate, and I also hape business will cooperate. I think it is 
unfortunate that two of the largest companies of the country, General 
Motors and General Electric, would decline to put on an exhibit in 
Poznan. This is an opportunity to make a contribution to the welfare 
of our Nation, and companies as financially well off as they are owe 
a responsibility to the Government to cooperate in these ventures, and 
I think it is deplorable that General Electric and General Motors did 
not see fit to cooperate with this Government by putting on an exhibit 
in Poznan. 

Mr. Srxes. Especially when they are two companies which have 
benefited greatly from Government. business. 

Mr. Preston. That is right. And I think there is even a greater 
responsibility on the part of these companies to participate in Moscow. 

That is all, Mr. Chairman. 

Mr. Sr«xes. I think the plan for a fair at Moscow is a very good one 
and I hope it can be carried through successfully. I hope it can be 
done in such a way that it will be fully as effective as all of us would 
desire. 

ADDITIONAL COST IF DURATION OF FAIR IS EXTENDED 


What would be the additional cost for 2 weeks more ? 
Mr. McCiune. Iam not sure it would be over $100,000. 
Mr. Sixes. What would be the additional cost for another month ? 
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Mr. McCuune. It is a guess, but certanly $150,000, I would say, 
would do that. 

Mr. Sixes. Is it your studied belief that there is actually nothing to 
be gained by a longer period of exhibit ? 

Mr. McCune. No, sir; I am inclined to think that we should try 
for the longest period that we can maintain our exhibit-attendance 
quotient. 

Mr. Sixes. Did I understand that the Russian fair operates all 
summer ¢ 

Mr. McCrone. That is correct. At the time we were out there, 
however, the fair grounds were very nearly without people. 


NEED FOR UNITED STATES AGRICULTURAL EXHIBIT AT FAIR 


Mr. Rooney. I should like to get one thing straightened out. The 
Soviet Russian fair on the outskirts of Moscow is an agricultural fair, 
is it not? 

Mr. McCuwne. Yes, sir. 

Mr. Rooney. Different from this proposed exhibit ? 

Mr. McCuune. I would have to qualify that. When they first asked 
us to come, they asked us to bring an agricultural exhibit. That was in 
the spring of 1956. They then broadened their invitation to say that 
they would like to see industrial things, too. They then broadened it 
again to say that they would like to see consumer items and would 
not object to showing the American way of life. I think that con- 
tinual broadening shows a steadily increasing desire for us to show 

Mr. Rooney. They have a $15 million setup on the outskirts of Mos- 
cow. Would it not be sensible to stay away from the matter of agri- 
cultural exhibits. 

Mr. McCune. I really donot believe so, sir. 

We spent a full day out there and Russian machinery is certainly 
vetting better, at least what they show at the fairs is getting better, 
but it still is a long way behind our machinery. Unless there is some 
reason why we do not want them to know what our machinery is, 
certainly the machinery itself, the agricultural machinery, will make 
a tremendous impression not only on their engineers but on their 
farmers. 

Mr. an Apparently they discover our military secrets without 
too much difficulty. I think they could discover our agricultural 
mac Sedan secrets in this country if they were sufficiently concerned. 
We would not have to worry about what they can learn from one ex- 
hibit in Russia. 

Mr. McCriune. Along the same line, we had in Casablanca what 
we called a dancing combine, but the International Harvester Co. 
which makes it, calls it an “automatic contour adjustment combine.” 
It is a combine that can be used on hilly and rough country and 
through a system of electric eyes and hydraulic controls the combine 
itself keeps right on going on a level keel. In demonstrating that. 
vou can literally sit in the driver’s seat and make the combine “dance, 
bow, and turn around, which is what we were doing in Casablanca. 
The point is that they can see it in Casablanca as easily as in Moscow. 

Mr. Srxes. You have talked about the type of fair which the Rus- 
sians have at Moscow. You say it is a huge, glitteringly brilliant, all- 
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summer-long event. Apparently they have gone to great lengths to 
make an effective presentation. 

Can you compete successfully with that fair within the money 
structure that you propose to make available ? 

Mr. McCiuna. We believe quite confidently that we can. 

Mr. Suxes. It stands to reason they will add to their fair if it will 
help their cause, in anticipation of what we may be able to do. 

Mr. McCuune. I think that we will not be able to outdo them in 
the creation of beautiful fountains and that our landscaping, while it 
may be different, and perhaps in some ways better, will not be any more 
elaborate and probably less elaborate. 1 think that item for item our 
machines, and such things as our American supermarket, cannot be 
duplicated because they just do not exist anywhere else. 


DURATION OF MOSCOW FAIR 


Mr. Sixes. We have left the matter of time dangling somewhat in 
the air, the time of the exhibit. Are you satisfied w vith 3 your proposal 
for 30 days, or do you plan to review this matter and come back with 
alternate suggestions for 6 weeks or 2 months? 

Mr. McCune. I would like, subject to review by the State Depart- 
ment, USLA, and the Embassy, to plan it as a 6 weeks’ fair. I would 

rather decide that right now. 

Mr. Srxes. If we can sustain interest in Russia in this fair, then we 
should be able to get a lot more for our money from a 6 weeks’ fair 
than a 4 weeks’ fair. Presumably, you can have a great many more 
visitors for a little more money. 

Mr. McCune. If you, and if the Congress, would feel that we 
should have that extra money, I would like very much to go ahead for 
a longer time. 

Mr. Srxes. I take it that this is the first time that we have had an 
opportunity to go into Russia and do something really effective in this 
way ¢ 

Mr. McCiuna. That is correct. 

Mr. Sixes. If we are going to do it, it seems to me that we should 
do the very best job we can. We should do a bangup job, or not do it 
at all. 

Mr. McCuune. I would agree with that 100 percent. 

Mr. Lacy. So would we, Mr. Chairman. 


ADMISSION CHARGE 


Mr. Stxes. You have said that admission is charged to Gorki Park. 
Is admission charged to the Russian Fair? 

Mr. McCiune. Yes, sir; admission is charged to both fairs. 

Mr. Stxes. Is the admission the same ? 

Mr. McCune. I think it is. I cannot remember completely and I 
do not know whether Mr. Sivard. who was there with ‘me, can recall. 

Mr. Srvarp. I think I remember that. At the Russian agriculture 
exhibit, it was a sliding scale from 4 to 7 rubles. It was consider ably 
more expensive than the 1-ruble fee for entrance to the Gorki Park. 

Mr. McCriune. I remember that we did not pay admission, so we 
did not face that. I think you are probably right. Their exhibit 
charges a higher rate than Gorki Park does. 
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Mr. Srxzs. Do you have an understanding that the admission rate 
will not suddenly be raised to the point where it will serve to drive 
away visitors? 

Mr. McCuiunea. That will have to be a definite part of our lease. 
We have discussed that and it will have to be written into our lease 
that there will be no change in the rate of admission to Gorki Park. 

Mr. Srxes. Do I understand that there are a number of other at- 
tractions at Gorki Park, such as mechanical rides and other carnival 
features ? 

Mr. McCiune. Yes, sir; as well as stage and concert attractions 
through the course of the summer. 

Mr. Srxes. Conducted by the Russians? 

Mr. McCiune. Conducted by the Russians. 

Mr. Sixes. Will ours be the only foreign exhibit there? 

Mr. McCiune. We would be the only foreign exhibit in the sense of 
a goods exhibit; yes, sir. There might be a ballet or orchestra from 
another nation, or something of that sort. 


CONTEMPLATED CONSTRUCTION AND REMODELING PLANS 


Mr. Sixers. You plan to build, according to this statement, at least 
i very large, attractive building to create our own landscape set, 
to renovate and remodel at least 2 of the remaining 3 buildings. All 
of this will have to be done at considerable cost. I presume that will 
be a donation to the Russian economy after we have completed the 
run of the fair? 

Mr, McCiune. Any remodeling done on their buildings would re- 
vert to them without question. 

Mr. Stxes. Are you convinced that this is essential ? 

Mr. McCuwuna. It is essential for purposes of safety, if for no other 
reason. In our own building it is an open question at this time whether 
it will be less costly and more satisfactory to build a demountable 
structure that we can take away again, or whether it might be better 
to build one of wood or something of that sort, and to leave it there. 

Mr. Srxes. Are there other more satisfactory buildings at Gorki 
Fair which could be used if the Russians would make them available? 

Mr. McCivuna. No, sir; there are not. You get the general im- 
pression that not much money has been spent in Gorki Park for the 
last 10 or 15 years. 


CONDITION OF AVAILABLE BUILDINGS 


Mr. Srxes. Are these buildings in this park as good as anything 
else that might be made available ? 

Mr. McCiune. That is true. They are as good as anything else in 
the park; better than anything else in the park. 


Mr. Stxes. How do they compare with the buildings at the Russian 
Fair? 


Mr. McCrunc. The buildings at the Russian Fair are much more 


modern and bigger and better arranged for exhibit purposes. 
Mr. Srxrs. There is no space available for you there ? 
Mr. McCune. No, sir. 
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RECRUITMENT OF PERSONNEL 


Mr. Srxes. You say that you must recruit a staff of American citi- 
zens who speak Russian, a crew of about 100. Do you foresee an 
difficulty in that connection? Can you get people who have the quali- 
fications that you need in adequate numbers to help sell this exhibit ? 

Mr. McCuiune. Yes, sir; wecan. If we start reasonably soon to do 
it, wecan. If we were to wait until January or February, it would be 
somewhat harder. 

Mr. Sixes. Must you carry them on your payroll for a longer period 
than the fair itself plus the period coincident with travel to and from 
the fair? 

Mr. McCune. We plan to give them about a 2-week indoctrination 
period, either here or in New York, wherever may be the best and 
cheapest place. We plan to do it through the various educational in- 
stitutions which have Russian projects or projects that deal with the 
Russian economy, the Russian language and soon. If we move now— 
we have already contacted three such groups—we can get exactly the 
type of people we want, people who have been studying Russia for a 
long time, who are young and able to learn rapidly both the language 
and technical matters. 

Mr. Sixes. Certainly you do not propose to start teaching them the 
Russian language? 

Mr. McCuunae. No, sir; the language is being taught. They are 
learning the language right now. It is not too bad in these fairs to 
have the local language spoken by Americans who are not completely 
expert in the language. It is almost better to have a real American 
doing it in poor Russian as long as he can make his meaning clear. 

Mr. Sixes. What limitations are placed on you by the Russians 
as to people you can bring to operate the fair? 

Mr. McCiunea. We cleared this same list of people with them a 
year ago—I mean last October actually. They are agreed that we 
could bring these people. 

Mr. Srxes. What walks of life are these people from? What do 
they do now? 

Mr. McCune. Most of our demonstrators, guides, and guards would 
probably be young people who are either in college or taking graduate 
work in college. The technicians will tend to be seasoned oldtimers 
from the companies making the things that they are taking care of. 
It is not so essential that the technicians speak Russian because their 
job is to make the machinery go. 

Mr. Sixes. It would be desirable to have as many as possible who 
can speak Russian ? 

Mr. McCune. The more that can speak Russian, the better off you 
are. 

Mr. Sixes. There are not too many technicians other than those who 
come from Iron Curtain countries and who cannot return, who speak 
Russian ? 

Mr. McCuiune. It is not going to be impossible to get a pretty good 
percentage who speak Russian. Asa second language, German would 
be very useful in Russia, particularly in dealing with their tech- 
nicians. 
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SECURITY STANDARDS 


Mr. Srxes. What standard of security do you expect to apply, from 
our own standpoint? You recall the instances a few years ago where 
some of the musicians we were sending abroad to show American cul- 
ture were, in their spare time, talking Russian culture. What se- 
curity standards are you placing on them from our standpoint? 

Mr. McCrune. All of these people will have to have regular se- 
curity clearance. I do not know whether the State Department would 
like to carry that a little further or not. Certainly, their papers would 
go in just as though we were hiring them for a fair manager. 

Mr. Lacy. That is correct, sir. 

Mr. McCrune. Undoubtedly we will have some that we will have to 
turn down. 

Mr. Preston. Since Mr. Rooney has been called out of the room 
for a few moments, we will take a short recess. 

(A short recess was taken.) 


RENTAL ARRANGEMENTS FOR RUSSIA AT THE OKLAHIOMA CITY FAIR 


Mr. Rooney. Did the Russians pay rent at Oklahoma City? 

Mr. McCune. I am not able to answer that, but I am quite sure 
that they did. I have never looked it up. 

Mr. Rooney. Will you please ascertain the facts and insert them 
in the record ? 

Mr. McCtiune. Yes, sir. 

(The matter referred to is as follows:) 

The Government of the U. S. 8. R. rented 1,550 square feet of exhibit space 
at a cost of $2,635 in a general exhibition building constructed by the fair manage- 
ment. Other exhibitors occupied space in the same building. The duration of the 
Oklahoma semicentennial exposition was from June 14 to July 7, 1957. 

Mr. Roonry. Who owns Gorki Park ? 

Mr. McCriune. The Russian Government in general. Whether the 
title is actually in the hands of the so-called chamber of commerce, I 
am not sure. The administration of it is in their hands. They are, 
however, more like a park commission than what we call a chamber 
of commerce. 


BUREAU OF THE BUDGET LETTER ON RATE OF FISCAL YEAR 1958 
EXPENDITURES 


Mr. Rooney. Mr. Nielson, in the past couple of weeks has the De- 
partment of Commerce received a communication from the Director 
of the Bureau of the Budget with regard to keeping expenditures on 
a 1957 level? 

Mr. Nrevson. Mr. Chairman, there has been such a communication. 

Mr. Roonry. Mr. Posner, has USTA received such a communica- 
tion from the Director of the Budget? 

Mr. Posner. Yes, sir: there has been such a communication. 

Mr. Rooney. In view of that, what would its consequence be on the 
pending request, if any ? 

Mr. Nretson. With respect to the matter that you are referring to, 
other factors would be considered. It is not a complete, flat rule. 

Mr. Roonry. What would be the consequence in regard to this 
$2,200,000 request ? 
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Mr. Niezson. This $2,200,000 request has been submitted to the 
Congress for consideration and does have the complete endorsement 
and support of the administration. 

Mr. Rooney. Is it your understanding, with regard to this commu- 
nication from the Director of the Bureau of the Budget, that in keep- 


ing at a fiscal year 1957 level, you would include the retirement con- 
tributions ? 

Mr. Nretson. No, sir; that is not my understanding. 

Mr. Rooney. Do you have a copy of the communication ? 

Mr. Nretson. I do not have a copy with me. 

Mr. Roonry. Would you please see that we have one and insert it 


at this point in the record. 1 understand it has already been published 
in the newspapers. 


Mr. Nietson. I did see something to that effect in the newspapers. 
(‘The material referred to follows: :) 


{Limited to official U. S. Government use] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C. 
The honorable the SECRETARY OF COMMERCE. 

My Dear Mr. Secretary: The President has requested that all agencies in the 
executive branch keep the rates of commitments, obligations, and expenditures 
for fiscal year 1958 at or below the level for the fiscal year 1957, to the extent 
feasible, and that I inform you of the necessary procedures for achieving this 
purpose. This task can best be accomplished by positive action on the part of 
each agency head. The apportionment and allotment system offers an existing 
administrative channel for each agency head to accomplish these purposes. 
Therefore, appropriate action along these lines should be reflected in the initial 
request for apportionment for 1958 appropriations and in requests for subsequent 
revisions of apportionments, as well as in allotment action within the agency, 
following these guidelines: 

1. As a general rule, requests for apportionment and the allotments of funds 
shall be based upon holding obligations to absolute minimum levels. In most 
cases direct obligations should not rise above the level for the fiscal year 1957. 
Exceptions may be made with respect to that portion of appropriations which is 
for cash payments not controllable by administrative action (certain grants, 
annuities, indemnities, insurance losses, ete.), and with respect to uncontrollable 
workload and new legislation specifically endorsed as a part of the President’s 
program. In any case where special circumstances (including those referred to 
above) prevent the agency from operating at or below the 1957 levels, the agency 
head shall submit a statement of reasons therefor to accompany the apportion- 
ment requests. For all appropriations, however, there should be a critical analy- 
sis of all activities, and advantage should be taken of every possibility for re 
ductions; apportionments in all cases should be consistent with “allowable” 
sums being used in planning the 1959 budget. The sums available in excess of 
minimum needs will be placed in reserves for contingencies. 

2. In the case of those appropriations that are for major capital outlay and 
development—construction, procurement, research, ete.—the requests for ap- 
portionment and the allotments should reflect the postponement of a significant 
part of the obligations planned in the budget for 1958. 

3. In general, separate quarterly apportionments and allotments will be made 
for object class “01 Personal services.” Exceptions will be made on a selective 
basis where regular apportionments and allotments, or other administrative ar- 
rangements, will effectively control the numbers of personnel. 

4. Apportionments and allotments shall be revised throughout the year to 
provide for additional savings. After the close of each of the first three quarters, 
subsequent apportionments and allotments for operating programs will be re- 
viewed in the light of program progress and costs, and action taken wherever 
possible, both to reserve unobligated balances remaining from the quarter just 
closed and to adjust subsequent quarters’ figures to take into account lower rates 
of obligations actually achieved in the preceding period. Also, those savings 
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which are made a matter of record in public statements on the basis of agency 
claims of such savings will be specifically identified and reserved. 
Sincerely yours, 


PERCIVAL BRUNDAGE, Director. 
TRANSPORTATION OF THINGS 


Mr. Rooney. What are the details with regard to the amount of 
$100,000 for transportation of things? Does anyone have that in- 
formation ? 

Mr. McCune. In connection with the $100,000 for transportation 
of things, that is basically the freight over and back. It splits roughly 
$60,000 going over and $40,000 to bring back a rather lesser amount. 

Mr. Rooney. What is the breakdown of the two amounts, $60,000 
and $40,000 ? 

Mr. McCriunc. We have not broken it down beyond that. We know 
what the freight rate is and we are somewhat guessing about the 
weight. 

Mr. Rooney. What is the freight rate? 

Mr. McCuwune. $1.45 per cubic foot. It is a combination water and 
rail rate directly into Moscow. 

Mr. Roonry. Do you have any details at all with regard to this in 
your file there? ; 

Mr. McCuune. I do not, insofar as the freight is concerned. 


COMMUNICATION SERVICES 


Mr. Rooney. How about communication services in the requested 
amount of $80,000? I find that on page 8. 

Mr. McCtuna. That is a lumping of a number of items. The figure 
of $80,000 stopped me for a minute. 

Communication,services are actually $10,000; printing and repro- 
duction are $35,00; utility services, $9,000; and local contractual serv- 
ices (such things as drayage and clearing up of the site afterward) are 
$26,000. 

I think that adds up to $80,000. 


OTHER CONTRACTUAL SERVICES 


Mr. Rooney. What is the breakdown of the $26,000 ? 

Mr. McCune. We have not broken the $26,000 down beyond listin 
the kind of things it would include. There will be numerous small, 
local contracts. 


Mr. Rooney. You have no further figures on this at all, do you? 
Mr. McCune. No, sir. 


PRINTING AND REPRODUCTION 


Mr. Rooney. How about the $35,000 ? 

Mr. McCuune. For printing; no, sir. I do not have it actually 
broken down but I believe we will find that we will want to give away 
a considerable quantity of literature. 

Mr. Roonry. How did you arrive at the figure of $35,000 in feeling 
that you want to give away considerable quantities of literature ? 





——— 
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Mr. McCiune. We use certain rules of thumb about what literature 
costs. In Poznan for example, we decided that we would produce 
literature that cost no more than a cent a copy. On that basis, we pro- 
duced a certain amount of 

Mr. Rooney. What amount? Where are the figures? 

This is now at the point where you are getting into trouble holding 
back on these things. It is better to give the frank answer that it is a 
wild guess. 

Mr. McCune. It isa calculated guess. 

Mr. Rooney. Keep trying. 

Mr. McCiune. We have an idea that a piece of general literature 
in a trade fair should not cost more than a cent a copy. We know 
that we will spend about $10,000 in a good-sized fair on what we call 
reproduction processes, such as photostats, blueprints, and reproducing 
themes, scripts and such things as you must have, just as you do when 
you are making a motion picture. That amounts to about $10,000. It 
leaves us about $25,000 to print literature which, at a cent a copy, 
would produce quite a few ; two and a half million. 

That would be, I would say, almost a minimum of what we should 
be prepared to give out. That would not necessarily be one single 
piece of literature. It would seem to me that we might have 2 or 3. 





COMMUNICATION SERVICES 


Mr. Rooney. What is the breakdown of the $10,000 for communica- 
tion services ? 

Mr. McCiune. There, again, that is just a guess. That is about what 
it costs us for communciations at any aka fair and here we 
know it will not be less than that. It will not be less than the average. 

Mr. Rooney. Are there any further questions? If not, thank you, 
gentlemen. 

Mr. McCune. Thank you, Mr. Chairman, and gentlemen. 

Mr. Roonry. The committee now stands adjourned. 


INTERNATIONAL FisHEertEs CoMMISSIONS 


Mr. Rooney. There is presently for the committee’s consideration 
a supplemental request in the amount of $80,000 for “International 
Fisheries Commissions.” 

This appropriation request is contained in House Document No. 
213. Without objection, pages 1 through 11 of the justifications will 
be inserted at this point in the record. 
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(H. Doc. 213) 


International Fisheries Commission, State, 1958 


I aii os ir hss etnies asd insane demands dhe he blades $80, 000 
Appropriation £6 BAGO ans. cxietcmsse censesl sip nk sastednbetd pw atenens 1, 600, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


These funds are for the United States portion of the costs, borne equally with 
Canada, for the conservation of pink salmon stocks of the Fraser River system. 


Program and financing 


Presently Revised | Difference 
available estimate, | (+) or (- 
1948 
PROGRAM BY ACTIVITIES 
1. International Pacific Halibut Commission $109, 000 | $109, 000 | 
2. International Pacific Salmon Fisheries Commission ; | 181, 050 261, 050 +380, 000 
3. Inter-American Tropical Tuna Commission 362, 500 362, 500 
4. International Commission for the Northwest Atlantic | | 
Fisheries oA er os 5, 030 5, 030 
5. International Whaling Commission ; 420) 42 
6. International North Pacific Fisheries Commission_...___. 15, 650 15, 650 
7. Great Lakes Fishery Commission 915, 100 915, 100 
8. Expenses of the United States Commissioners... -____- 11, 250 11, 250 | 
Total obligations. _- 1, 600, 000 1, 680, 000 +20), 000 
FINA NCIN( 
Appropriation... 1, 600, 000 1, 680, 000 +80, 000 
Obligations by objects 
Presently Revised Difference 
available | estimate, +) or (—) 
1958 
02 Travel. : ; $11, 250 $11, 260'}...-. . 
11 Grants, subsidies, and contributions. -.- ; dant 1, 588, 750 1, 668, 750 +-$80, 000 


‘Total cnaipations. «ise Ue ALL ai ee 1, 600, 000 


1, 680, 000 | +80, 000 


INTERNATIONAL FISHERIES COMMISSIONS 
Budget Estimates Fiscal 1958—Supplemental 


INTERNATIONAL PACIFIC SALMON FISHERIES COMMISSION—PINK SALMON PROTOCOL 


Statutory authorization 


The 1958. estimate of Canadian $76,000 is for the United States one-half share 
of expenses under a protoeol directed to a coordinated program for the conserva- 
tion of the pink salmon stocks of common concern to Canada and the United 
States, signed at Ottawa by representatives of the two countries on December 28, 
1956. The protocol amends the convention of 1930 (50 Stat. 1355) between the 
United States and Canada, for the protection, preservation, and extension of the 
sockeye salmon fisheries of the Fraser River system. The estimates as approved 
by the Commission provide for a total of Can$152,000 joint expenditures to be 
shared equally by the two countries. The estimates are stated in terms of Cana- 
dian dollars. Differences in exchange between the two currencies bring the 
United States share to an estimated $80,000. After advice and consent by the 
Senate and signature by the President, the protocol was brought into force by 
exchange of ratifications in Ottawa on July 3, 1957. Authorizing legislation, 
Public Law 85-102, was signed by the President July 11, 1957. 
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Background and purpose 


The commercial fishery for Fraser River pink salmon (Oncorhynchus gorbus- 
cha) in the waters adjacent to Washington State and the southern portions of the 
Province of British Columbia have been operative for at least 60 years. To trace 
the development of this fishery it is noted that pink salmon invariably mature 
in their second year and practically no pink salmon spawn in the Fraser water- 
shed in the even calendar years. Therefore, only the catch records of the odd 
calendar years have been examined and these are available mostly from the 
classic report of Rounsefell and Kelez (1934) bulletin 27, United States Bureau 
of Fisheries, Department of Commerce. 

Early commercial catch data indicate that pink salmon were tremendously 
abundant until the Hell’s Gate block in 1913. Prior to 1905, however, there 
was practically no demand for pink salmon and only small quantities were used 
and the remainder discarded. It was not until 1907 that any appreciable market 
for this product started to develop and it required the wartime market of 1917 
to utilize anything near a maximum production of pink salmon. In that year 
approximately 15,750,000 pinks were packed in the United States and 1,876,000 
packed in Canada. While the pack of 1917 was greater than in 1913 because 
of the improved market demand, there was actually a serious decline in the 
total pink salmon abundance after 1913. An abundance index based on trap 
catches as developed by Rounsefell and Kelez showed a value of 284 for 1911 
nnd 1918 whereas in the following ten-odd years the average index was 67.7 or 
about 24 percent of the former level. This decline was predicted by J. P. Bab- 
eock, the British Columbia Commissioner of Fisheries, in his annual report of 
1915, who is quoted as follows: 

“That there would be a great decrease in the run of pink salmon to the Fraser 
River District this year was clearly indicated in the department’s report from 
the spawning grounds in 1913. Owing to the blockade in the Canyon of the Fraser 
at Hell’s Gate in 1913, no pink salmon were able to reach the spawning beds in 
the waters above that point. Up to that year, countless millions spawned in the 
Thompson and Nicola Rivers and in the vicinity of Seton Lake.” 

As far as is known, the pink salmon never regained access to the spawning 
beds above Hell’s Gate after the block in 1913 until fishways were installed by 
the International Pacific Salmon Fisheries Commission in 1945 to successfully 
start the rehabilitation of Fraser River sockeye. In five generations since that 
time, the pink salmon escapements to the upper Fraser and Thompson areas have 
rapidly increased to a conservative estimate of 280,000 spawners in 1955 and at 
the same time have contributed significantly to the commercial packs of both 
the United States and Canada. It will be one of the primary objectives of any 
internationally controlled conservation program to further increase the escape- 
ment beyond Hell’s Gate and, in so doing, the future production of pink salmon 
is expected to be substantially increased to a point where the run will eventually 
produce a pack worth between $75 million and $100 million every odd year to the 
fishermen of the United States and Canada. 

With regard to the more recent commercial catches of Fraser River pink sal- 
mon, both the American and Canadian fishermen are now in tense competition 
because of increased market demand and both are taking as many fish as their 
respective Governments will allow. Under these conditions, which have grown 
much more serious during the last 2 cycle years, the pink salmon are in grave 
canger from overfishing and the numbers in the escapement may already be dimin- 
ished to a point where the present low level of production cannot be sustained. 
Serious economic losses above those resulting from the 1913 blockade at Hell's 
Gate will be the inevitable result unless internationally controlled conservation 
programs are instituted to allow for adequate escapement under scientifically 
controlled regulation. 

Therefore, in view of the competitive nature of the American and Canadian 
commercial pink salmon fisheries and the dangers of economic losses that would 
result from inadequate numbers in the escapements and further in view of the 
great potential of increased pink salmon production that exists above Hell’s 
Gate, a protocol has been approved by official representatives of the Governments 
of the United States and Canada whereby the Fraser River pink salmon fishery 
may be preserved, protected and extended. In addition it will be required that 
the commercial catch of pink salmon be divided as equally as is practicable be- 
tween the American and Canadian fishermen. The protocol specifies that the 
Fraser River pink salmon will be incorporated within the organization of the 
International Pacific Salmon Fisheries Commission which will be responsible 
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for the drafting of a pink salmon conservation program and the justification of 
operational estimates and their distribution to various objectives. In this regard, 
the budget estimates for the fiscal year of 1958 are herein submitted. The re- 
quested budget of Canadian $76,000 from each of the American and Canadian Gov- 
ernments is premised on the needs of administration, the establishment and exe- 
cution of regulatory control of the fishery and the establishment of a scientific 
research and management program. It should be noted that this proposed budget 
is for the year during which the pink salmon run occurs, A substantial decrease 
in the estimates for 1959 may be anticipated since no pink salmon will be present 
in that fiscal year. 

Program for 1958 

The initial program for the fiscal year of 1958 will require senior administra- 
tion and supervision and the immediate formulation of recommendations for reg- 
ulations pertinent to the calendar 1957 pink salmon fishing season. Concurrently, 
a research program must be instigated early in the season with precise objectives 
in view. The distribution of the needs of administration, research, equipment, 
supplies, etc. have been listed in separate itemized tables together with brief 
statements of the purposes of the various activities. 

Administration, 1958, $9,050.—This item provides funds for part of the Com- 
mission’s headquarters operation and salaries of an Assistant Director for a 
6-month period and a supervisor of pink salmon research on a full-time basis. 
These men will be responsible for the design of research programs, methods of 
collecting adequate data and the coordination of various aspects of the research 
analysis. Close liaison with governmental agencies will be necessary to coordi- 
nate the work of the Commission with the work required on smaller streams out- 
side of convention waters but contributing to the pink salmon catch in convention 
waters. 

Regulations and statistics, 1958 ; $3,8350.—Regulation of the pink salmon fishery 
will be the basic procedure whereby the Commission provides for adequate escape- 
ments to the various spawning grounds and for the eventual rehabilitation of the 
fishery from the present 24 percent level to the 100 percent level. Further, it is 
required that the commercial catch be divided as equally as is practicable between 
the fishermen of both countries. The estimate of $3,350 for this project is con- 
servative since much of the present organization for the control of the sockeye 
fishery can be extended to care for the direct regulatory management of pink 
salmon. One statistical clerk will be assigned to this work full time and two 
field assistants will be required only during the period of pink salmon fishing. 

Escapement and productivity studies, 1958, $22,750.—Accurate evaluations of 
the pink salmon escapements will be one of the most important and most dif- 
ficult tasks to be encountered in the pink salmon research program. The spawn- 
ing grounds are more widespread than those of sockeye and are often subjected 
to severe flooding and erosion during the spawning season. Much exploratory 
work will be required in the first year of operation and a considerable number of 
temporary field assistants will be employed to cover the many separate spawning 
areas. Careful surveys must be made to determine the numerical escapement, 
success of spawning, sex ratios, timing and to evaluate the factors influencing 
survival during incubation. In this way, the effects of past regulations can be 
measured and the prospects of future returns determined. 

Racial migration studics, 1958, $17,8300.—Definition of separate racial groups 
of pink salmon by their times of passage through the commercial fishery is essen- 
tial to measuring rates of reproduction. Knowledge of racial timing is also 
required when it is proposed to increase the escapements to particular spawning 
areas, especially those above Hells Gate. Since pink salmon fry migrate to 
sea soon after emerging from the gravel it is unlikely that methods developed 
for sockeye will be of significant value in distinguishing racial stocks; therefore, 
in all probability, a concentrated marine tagging program will be initiated as 
a means of securing data on racial migrations. Marine tagging will require the 
charter of boats, purchase of salmon for tagging, tax rewards and the place- 
ment of a number of temporary field assistants in canneries and landing ports to 
recover tags. The tagging program will be carefully designed and guided by the 
experience obtained hy the Commission during its 10 years of marine tagging of 
sockeye. It is anticipated that tagging will provide information on the paths 
and speed of migration through the commercial fishery and will generally dis- 
tingnish between racial groups bound for major watersheds; however, limited 
spawning ground tax recoveries are expected and the results of marine tagging 
will have to be closely associated with other data such as catch statistics and 
test fishing in order that valid conclusions may be obtained. 
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Marine and fresh water environmental studies, 1958, $18,400.—The fresh water 
environmental studies of pink salmon will be similar to those of sockeye and 
will include continuous series of temperature records, measurement of gravel 
types, stream flows and plots of spawning densities. The basic environmental 
requirements of pink salmon will be assessed partly to measure relative suc- 
cesses of reproduction in different spawning areas and as a guide to possible 
rehubilitation procedures. Studies of egg and fry developments and indices 
of fry abundance are proposed to provide measurements of pink salmon pro- 
ductivity resulting from various sizes of escapements and to provide data for 
predicting adult returns. 

Knowledge of the early marine environment of the yong pink salmon is also 
vital to the assessment of eventual adult survival and therefore the true relation- 
ship of escapement to the size of returning runs. It is planned to trace the 
seaward migration of pink fry for at least 4 months and to secure oceanographic 
information on their marine habitat. This work will be mostly confined to in- 
shore waters where the young pink salmon are reported to remain for at least 
the early part of their marine life. 

A considerable portion of the expense under this project is necessary for the 
purchase of suitable capital equipment and special scientific apparatus that 
will be needed to measure conditions affecting the early marine survival of pink 
salmon fingerlings. It is anticipated that this work will be greatly aided by 
oceanographic surveys being conducted for other purposes in offshore waters 
by agencies of both governments. 

Watershed protection investigation, 1958, $9,150.—These investigations pro 
vide for the employment of an assistant engineer and two field assistants. Activi- 
ties under this program are vital for the protection of pink salmon from ad- 
verse effects that may be created by other water uses. The rapid industrializa- 
tion and population expansion of the Fraser watershed presents an ever in- 
creasing number of problems in connection with logging, hydroelectric power 
development and industrial and agricultural diversions. Initial studies will com- 
prise surveys of spawning areas, water discharges, irrigation diversions and 
measurements of the mortalities of pink salmon adults and fry at power dams. 


Obligations by activities 


Activities Estimate |United States 

















share 

Administration . Sas ; as as sil = $18. 100 $9. 050 
Regulation and statisties._ — aici danas eee eae 6, 700 3. 350 
Escapement productivity studies_._..- ra sas aS tate 45. 500 22 2.750 
Racial migration investigations : coe 34, 800 300 
Marine and freshwater environmental studies ; : 36, 800 | 18 400 
Watershed protection investigations_ 18. 300 9, 150 

Total ak die delede Cath d deed elt aeeeenaaens telah eataeabidans 160, 000 80, 000 


Obligations by objects—1958 

















Estimates |United States 
1958 share 

PUTSUURD GO WOB i id hash eccicdcncndntnsnnaun issn testa deaths aaa al $71, =e $35, 550 
UGE IIR 6 Gas. cate Heidi bad sdcuads casaasandansadvbcaseaiaad 23, 900 | 11, 950 
TT Ae Whisk Se idee cbcknkend ctnennmsbeueatnateaal 1, 500 750 
Communication services_.- inane eeintansieiaie aha aks Sacnaaas 1, 600 | 800 
BE CE in ct bbe eteciddidciiencddnantedbededanie detail 3, 100 1, 550 
UC Se BO sek ss enh cerictckceecancssewuawsueibebnkitecened 1, 100 550 
Other contractual services.........-._.-__- > Sadie 21, 200 10, 600 
Supplies ated mAterias. 6 nic cdindc cncddcncccess cia dient aes en esata diac 10, 600 5, 300 
Rs cai Sok hin chi edacenin eancash<eaesnsacnngeeoseeeeseal | 25, 900 | 12, 950 
vp) GAIN GN io ios. td ccncacincchaskansmaesod jee ee 160, 000 80, 000 





Mr. Maenuson. I should like to express my particular interest in 
this item of $80,000 for international fisheries commissions. This 
money will go to the International Pacific Salmon Fisheries Commis- 
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sion to carry out the new joint program with Canada for the conserva- 
tion of pink salmon. The Commission has done a remarkable job in 
building up the once-diminishing runs of sockeye salmon, and this 
money will help it get started on the same kind of a program for pink 
salmon. 

The program will be carried out under a protocol with Canada 
signed by both countries at Ottawa on December 28, 1956. The pro- 
tocol was ratified by the Senate on June 6, 1957. Implementing legis- 
lation recently was enacted which amends the Sockeye Salmon Fishery 
Act of 1947 to include pink salmon. Canada already has made its share 
of the funds available for carrying out the program. It is important 
that the United States contribution be made available as quickly as 
possible, because this is the principal year of the 2-year cycle for this 
fish, and the main run is expected in August. 
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SUBCOMMITTEE ON PUBLIC WORKS APPROPRIATIONS 


CLARENCE CANNON, Missouri, Chairman 


LOUIS C. RABAUT, Michigan BEN F. JENSEN, Iowa 
MICHAEL J. KIRWAN, Ohio H. CARL ANDERSEN, Minnesota 
JOHN E. FOGARTY, Rhode Island JOHN TABER, New York 
JOHN E. RILEY, South Carolina IVOR D. FENTON, Pennsylvania 
JOE L. EVINS, Tennessee HAMER H. BUDGE, Idaho 
EDWARD P. BOLAND, Massachu- 

setts 
DON MAGNUSON, Washington 
8, 1957. 


Monpbay, JULY 


TENNESSEE VALLEY AUTHORITY 
WITNESSES 


DR. R. R. PATY, MEMBER OF THE BOARD OF DIRECTORS 

A. J. WAGNER, GENERAL MANAGER 

G. O. WESSENAUER, MANAGER OF POWER 

R, A. KAMPMEIER, ASSISTANT MANAGER OF POWER 

JOSEPH C. SWIDLER, GENERAL COUNSEL 

CHARLES H. YOUNG, MANAGER OF CHEMICAL ENGINEERING 
JOHN H. WALTHALL, DIRECTOR OF CHEMICAL DEVELOPMENT 
RICHARD KILBOURNE, DIRECTOR OF FORESTRY RELATIONS 
LELAND G. ALLBAUGH, DIRECTOR OF AGRICULTURAL RELATIONS 
REED A. ELLIOT, CHIEF WATER CONTROL PLANNING ENGINEER 


L. J. VAN MOL, ASSISTANT GENERAL MANAGER AND CHIEF BUDGET 


OFFICER 
L. E. ELLIS, Jr., BUDGET ANALYST 


Program and financing 

















| 
| 1956 actual | 1957 estimate | 1958 estimate 
ai an a ll eee =! eh ES ee 
PROGRAM BY ACTIVITIES | | 
APPROPRIATION FINANCED PROGRAM | 
Acquisition of assets 
' 
| i 
Navigation, flood control, and power program: 
Power supply facilities: 
Hiwassee hydro unit 2 ; ie $788, 430 $94, 000 | 
Chatuge hydro unit 1 35, 705 | 23, 000 
Nottely hydro unit 1___- ‘ | 434, 037 31, 000 ; 
Widows Creek steant ple ant units 1-6 | 955, 940 | 988, 000 $32, 000 
Kingston steam plant units 1-9___-. . ; 3, 897, 787 7, 346, 000 467, 000 
Colbert steam plant units 1-4 . . } 2, 132, 260 682, 000 42, 000 
~ awnee steam plant units 1-10-_-.-- ; 4, 869, 223 5, 247, 000 | 581, 000 
ullatin steam plant units 1-2__...: | . 10, 203, 190 7, 388, 000 | 891, 000 
John Sevier steam plant units 1- 3... | 5, 518, 324 1, 003, 000 | — 229, 000 
Total power supply facilities | 98,834,806 | 22, 802, 000 1, 784, 000 
Transmission system facilities. ____- } 1, 140, 549 | 81, 000 | Soar 
Power anetis WA oo. cc chen ceucctaccoudn 30, 544 : 
Additions and im provements ate xisting facilitie Diane 598, 260 526, 000 | 450, 000 
Navigation facilities. _-._.- - 891, 502 7, 241, 000 | 15, 556, 000 
Flood contro! facilities | 44, 650 306, 000 468, 000 
Investigations for future facilities: | 
Current : 81, 926 114, 000 122, 000 
Writeoff of abandoned projects . —23, 200 |... : 
Distribution of administrative and general expense Bias 1, 173, 691 568, 000 | 294, 000 
Total navigation, flood control, and power program. -- 31, 638, 000 | &, 674, 000 


32, 772, 818 
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Program and financing—Continued 


1956 actual | 1957 estimate} 1958 estimate 











PROGRAM BY ACTIVITIES—Continued 
APPROPRIATION FINANCED PROGRAM—continued 
Acquisition of assets—Continued 


Fertilizer, agricultural, and muritionsprogram: 


























Chemical facilities. ................- jeaee $307, 458 $1, 601, 000 $1, 286, 000 
Distribution of administrative and general expenses. ate 15, , 923 23, 000 22, 000 
Total fertilizer, agricultural, and munitions program. _- 323, 381. 381 A 624, 000 i 308, 600 
General service activities: r 27 
ROI SRIOD 8 <a ss on oe neo ee gat enw sicicssnwe seu —23, 582 —106, 136 —29, 000 
Distribution of administrative and general expenses____-_- 4, 199 11, 000 13, 000 
Total general service activities. ..................._.._- —19, 383 —95, 136° = 16. 000 
Total sequisition ef aawtes..............20-55".*.4.2.2 33, 076, 816 F 3, 166, 864 {_» 966, 000 
Program expense Le ok Tae a 
Navigation, flood control, and power program: 
Navigation operations _-__ Lk gat~cuhts. shee 230, 011 248, 000 254, 000 
Flood control operations - ; Siethahsiel ee 200, 283 | 211, 000 227, 000 
Multipurpcese reservoir operations _..........-.._-___._-. 1, 953, 085 | 2, 263, 000 2, 327, 000 
Topeers aphic mapping b se AADNESS EES ~ 2 SE Ue BS Sees 315, 000 
Distribution of administrative and general expenses a 178, 603 197, 000 221, 000 
Total navigation, flood control, and power program.-__. 2, 561, 982 | 2, 919, 000 3, 344, 000 
Se ee | ee =3 
Fertilizer, agricultural, and munitions program: | 
Fertilizer and munitions development. . 2, 233, 921 2, 584, 000 aan 
Fertilizer, agricultural, and muniticns development... pa. et 2, 904, 000 
Distribution of administrative and general expenses. --.-- 87, 842 96, 000 112 000 
Total fertilizer, agricultural, and munitions program -.- 2, 321, 763 2, 680, 000 | 3, 016, 000 
Watershed protection and improvement program: re. ro 
Watershed protection and improvement Sa edad a dca 1, 061, 000 
Distribution of administrative and general expenses-- 68, 000 
Total watershed protection and improvement program. 1, 129, 000 
Resource development program: Fs | as | : 
Resource development woul 382, 211 1, 150, 000 | 
Distribution of administrative and general expenses... si 31, 484 | 90, 000 | 
Total resource development program 413, 695 1, 240, 000 | 
General service activities: Maintenance of bridges financed by 
others on TVA dams. --- ; ; 3, 735 8, 000 | 8, 000 
SSS ——_—_—_— |= = = 
‘Tobed nite C8ONNO S26 oss 5525555. ; 5, 301, 175 | 6, 847, 000 7, 497, 000 
Changes in working capital ae ‘an 7 
| 
Inventories and property transfers: | 
General inventories_ cS ae wc bless sakes —52, 048 | 
Property transfers ___. EMR AREN sc dcccakciawn beeekaeae — 2, 886 
Total changes in working capital_.............-.---- _ |, 934 | 
Total appropriation financed program __-___........---- J 8. 323, 057 aa “40, 013, 864 B 27, 463. 000 
SS eee 3 SEE = | = : 
CORPORATE FINANCED PROGRAM | | 
Acquisition of assets | 
Navigation, flood control, and power program: 
Power supply facilities: } 
Widows Creek steam plant units 1-§._..___.._- adic 1, 924 | hj 
Kingston steam plant units 1-9 eS y 38, 554 8, 000 
Colbert steam plant units 1-4_ Sicediptthes de dubik i sehaaa ition 2 
Shawnee steam plant units 1-10_..____- 18, 433 3,000 | 
Gallatin steam plant units 1-2. ___ : 23, 498 | 13, 000 : 
Gallatin steam plant units 3-4 ‘ 4 14, 797 4, 803, 000 28, 482, 000 
John Sevier steam plant units 1-3___ , : 63, 180 74, 000 
John Sevier steam plant unit 4 > 1, 568, 271 17, 206, 000 | 8, 200, 000 
Johnsonville steam plant units 7- 10_- 7 486, 393 | 8, 658, 000 | 32, 897, 000 
Total power supply facilities. «2 .nncscccwnsncasooss 2, 215, 876 30, 765, 000 | 69, 579, 000 
Transmission system facilities...................-......-.-.... 13, 290, 842 26, 400, 000 | 29, 800, 000 
Additions and improvements at existing facilities 





eee 784, 959 2, 052, 000 | 1, 219, 000 
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Program and financing—Continued 













































































1956 actual | 1957 estimate | 1958 estimate 
PROGRAM BY ACTIVITIES—Continued 
CORPORATE FINANCED PROGRAM—continued 
Acquisition of assets—Continued 
Investigations for future facilities: 
CE il cak anne anganumabine dimen onbiaa pebaniniimaaeee $133, 182 $221, 000 $209, 000 
Reclassification of prior year costs.....................-... eB GOD Fin cciscnscscdtoekts bode ces 
Distribution of administrative and general expenses_......._-- 546, 297 1, 217, 000 1, 462, 000 
Total navigation, flood control, and power program....- 16, 959, 264 60, 655, 000 102, 269, 000 
Fertilizer, agricultural, and munitions program: 
TOES UNDUE... sink6 dncheiamenainnin nd auch acnieneicen Gee, WEP lekccnssdtabebibiauinnctanbesss 
Distribution of administrative and general expenses... ..- ©, Oe bi ccdacetednbenstekceen 
Total fertilizer, agricultural, and munitions program... 497, ST Exists wecgindeaiant Rt te a 
Total acquisition of assets.............--...-.-.--------- 17, 457, 259 | 60,655,000 | 102, 269, 000 
Program erpense : oe ae : 
Navigation, flood control, and power program: 
Power operations -._.-- Stncetncenacauccenictcnesccoa ASG E | Rennnn mE 149, 680, 000 
Multipurpose reservoir operations ees 1, 626, 854 1, 814, 000 1, 857, 000 
Distribution of administrative and general expenses__..-.- 1, 444, 845 1, 585, 000 1, 612, 000 
Total navigation, flood control, and power program.--.-- 128, 342, 233 138, 2616, 000 153, 149, 000 
Fertilizer, agricultural, and munitions program: a t ae 
Fertilizer and munitions development. -__-_........----- 14, 741, 056 Bi FR Diviniiceeetiee ns 
Fertilizer, agricultural, and munitions development_.___-_|_.--- ; > 15, 317, 000 
Distribution of administrative and general expenses-_---_- 303, 726 324, 000 325, 000 
Total fertilizer, agricultural, and munitions program -.-- 15, 044, 782 16, 096, 000 c. 15, 642, 000 
Resource development program: —* i... roe 
eee ee ET Nh cacestes siecle tae ee ee 
Distribution of administrative and ge neral expenses...... WUE OEE Rokecynerunasantitte dee ee 
Total resource development program__.........-- ‘= 
General service activities: pes oter eres 
Reimbursable services. . roa 3, 304, 329 2, 193, 000 1, 745, 000 
Distribution of administrative and ge neral expenses paeaas 26, 393 27, 000 26, 000 
Total general service activities.........................- 3, 330, 722 ei 2, 220, 000 1, 771, 000 
SE Pe isk ttc cn eintee eee 147, 388, 287 156, 582,000 170, 562, 000 , 000 
Changes in working capital 2? oe ee ee 
Inventories: 
Power inventories. -__.- 1, 696, 792 5, 307, 000 1, 129, 000 
Chemical inventories- -.- $ 122, 590 183, 000 oe 
Total changes in working capital 1, 819, 382 5, 490, 000 a 129, 000 
Increase or decrease (—) in goods and services ‘on order and 
unperformed contracts 28, 352, 545 44, 271, 194 —51, 995, 000 
Total corporate financed program..- 194, 967,473 | 266,998,194 | 221, 965, 000 
Total program (obligations) a 233, 290, 530 307, 012, 058 249, 428, 000 
FINANCING - re ce AO PS 
Amounts becoming available: 
Appropriation 27, 053, 000 5, 357, 000 14, 782, 000 
Receipts from operations: 
Navigation operations... 24, 181 25, 000 31, 000 
Power operations _ - 219, 979, 444 236, 684, 000 257, 046. 000 
Multipurpose reservoir operations. - -- 317, 660 296, 000 296. 060 
Fertilizer, agricultural, and munitions program 17, 214, 482 17, 521, 000 16, 796, 000 
Watershed protection and improvement program al 76, 000 
Resource development program 21, 125 13, 000 . 
General service activities: Reimbursable services 3, 330, 722 2, 220, 000 1, 771, 000 
Working capital receipts: Sale of surplus inventories 
and miscellaneous 191, 009 | — 20, 000 —9, 000 
Undistributed receipts: Sale of retired plant and mis- | 
cellaneous 5, 007, 198 | 1, 512, 000 | 6, 338, 000 
Unobligated balance brought forward (cash with Treasury) 110, 369, £ | 83, 953, 923 | 41, 134 
Total amounts available = 383, 508,347 | 347, 561, 923 l "297, 168, 134 
Unobligated balance rescinded : a 





—6, 500, 000 
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Program and nana Centeaaee 


| | 

| 1956 actual | 1957 estimate | 19458 estimate 
| 

| 


FINANcING—Continued 


} | 
| 

Payments to Treasury (—): | 
Retirement of bonds — —$14, 000, 000 | a 
Payment on power investment - -- ; .| —45, 000, 000 |—$30, 000, 000 | —$10, 000, 000 
Payment of nonpower proceeds ..| —7, 263,894 | —4,008,731 | —2, 480,000 
Unobligated balance carried forward (cash with Treasury) —83, 953, 923 | —41,134 | —35, 260, 134 
Tota] financing applied to program -_. ~ 933, 200, { 530 307,012,058 | 249, 428, 000 


Condensed statement of income and pee and financial condition 


| 
' 
1956 actual | 1957 estimate | 1958 estimate 


Navigation operations: 


WII = cclcaete seen cet cc ; Wiad $24, 181 | $25, 000 $31, 000 
Expense... ree —2, 705, 611 a —2, 398,000 | + —2, 937.000 
Net expense, navigation operations. _-.- —2, 681, 430 | 2.8 73 000 —2, 906. 000 
Flood control operations: Expense ___- —2, 512, 574 —2' 698, 000 — 2, 749, 000 

Power operations: | 
NN Ee ct as 219, 979, 444 | 236,684,000 | 257,946, 000 
I i ee : —166, 120, 277 7 9, 230, 000 | —196 613, 000 
Net income, power operations_____-_.-- 53, 859,167 | 57, 4 54, 000 60, 433, | 000 


Topographic mapping: Expense ices i — 236, 000 


Fertilizer, agricultural, and munitions development: 





IND -.c sth, solrarecannits . 17, 214, 482 17, 521, 000 | 16, 796, 000 
Expense. __....- eS —18, 342, 228 —19, 767, 90 —19, 650, 000 
Net expense, fertilizer, agricultural, and munitions | 
development .__-- nated —1, 127, 746 | —2, 246, 000 2, 854, 000 
Watershed protection and improvement: 
Se om ead : 76, 000 
i (as es ee eal Pre aR ieee Ese ds | | —1, 136,000 
Net expense, watershed protection and improvement_ -- 2 — 1, 060, 000 
Resource development: | 
Rs OE ae ee ee ee 21, 125 13, 000 |. 
SN a eke tities anda be<appsnacaehas—sos-=-s-- i —1, 039,932 | —1, 247, 000 |. ; 
Net expense, resource development. _.__-_- . 58 ‘ =1, 018, § 807 —1, 234, ( 000 
Other programs: | 
le NE Se SP) SB Sn ED Se od | 18, 605 | 22,000 | 23, 000 
Ree ca Ea —3, 735 —8, 000 8, 000 
Wot inoue, diner programs... ....004.--.2......-.....2] 14, 870 | 14, 000 15, 000 
Net income from power operations, less net expense of | | 
other programs. - Sear aaa ieee See __..| 46, 533, 480 48, 417, 000 | 50, 543, 000 
Asse a: | 
eh ad Se a oe te ee 91, 339, 322 | 89, 278, 322 
CUEING eee Es | 32,406,351) 35, 000, 000 
pene eI 37 8 ce ee 30, 491, 766 | | 36, 710, 766 
Land, structures, and equipn ent, less accumulated de- 
preciation____ ‘ a ie 3 __..|1, 833, 387, 023 |1, $78, 050, 887 | 1, 951, 823, 887 
 ) a iO reba ee _.__..|2, 026, 186, 638 |2, 040, 171, 975 1? 092, 812, 975 
Liabilities: | 
nh ea gt A oe ecceecconend.t SRC) Sau! 49, 000, 009 
IS Nk Soo oe COL DEAN | 470, 945 | 250, 945 $1, 945 
Total liabilities and deferred credits : _.....-| 39,535,877 | 40, 250,945 | 40, 041, 945 


Investment of U. 8. Government: ! 7 | 
Appropriations, less payments to Treasury... ........._.-|1, 752, 440, 297 /1, 7 , 566 | 1, 719, 590, 566 
Other canital (property transfers, etc.)_.._.._-- | , 540, 113 45, 545, 113 45, 550, 113 


Accumulatei net income from power operations, less } | 
accumulated net expense of other programs __---- | 188,670,351 237, 087, 351 287, 630, 351 





Total investment of U. S. Government 1, 986, 650, 761 |1, 999,921,030 | 2, 052, 771, 030 


Total liabilities and investment of U. S. Government. _-|2, 026, 186, 638 |2, 040, 171, 975 | 2, 092, 812, 975 
i 











303 


Obligations by objects 


t ' 


Total number of permanent positions : il 12, 453 | 12, 073 
Full-time equivalent of all other positions_- 7 | 4, 369 | 3, 878 | 
Average number of all employees - 15, 628 15, 402 | 
Number of employees at end of year | 14, 708 16, 177 
Average salaries and grades: | 
Grades established by the Board of Directors: | | 
Average salary $5, 334 | $5, 680 | 
Average grade a TVA-4.5 | TVA-4.6 | 
Ungraded positions: Average salary $4, 536 $4, 712 


01 Personal services 


Permanent positions. $56, 759, 503 $60, 760, 468 | 
Positions other than permanent j > .--| 24, 953, 671 22, 257, 237 | 
Regular pay above 52-week base : . 227, 211 51, 500 | 
Payment above basic rates | 3, 976, 889 4, 174, 390 | 
Excess of annual leave taken (—) over leave earned - - — 245, 731 —15, 595 
Total personal services | 85,671,543 | 87, 228, 000 | 
02 Travel 937, 529 | 1, 192, 000 
03 Transportation of things | 21,735,586 | 24,844,000 | 
v4 Communieation services | 747, 328 | 792, 000 
05 Rents and utility services | 1, 376, 824 1, 448, 000 
06 Printing and reproduction 34, 837 | 51, 000 
07 Other contractual services ia 7, 832,038 | 11,641,000 
Services performed by other agencies 6, 021, 666 4, 738, 000 | 
08 Supplies and materials ‘ | 75,253,309 | 92,024, 864 


09 Equipment 


3, 069, 756 | 
10 Lands and structures 


734, 137 | 


34, 219, 000 
1, 442, 000 | 


11 Grants, subsidies, and contributions 8, 463, 503 | 9, 237, 000 
Contribution to retirement fund ‘ 
Refunds, awards, and indemnities — 61, 866 45,000 | 
Interest | 42, 187 hae 
15 Taxes and assessments ind | 378, 882 | 342, 000 | 
Subtotal ‘ 212, 360, 991 269, 243, 864 | 
Allocated working fund obligations (—) —7, 423,006 | —6, 503,000 | 
Increase or decrease (—) in goods and services on order and | 


unperformed contracts | 28,352,545 | 44, 271, 194 


Total program (obligations) - ...-----| 233, 290, 530 307, 012, 058 | 


Budget authorizations and receipts, expenditures and balances 


RUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE | 


Appropriation - ‘ _..| $27,053, 000 $5, 357, 000 


l— = = — 


25, 000 
236, 684, 000 
296, 000 
7, 214, 482 17, 521, 000 | 


Receipts from operations: j 
Navigation, flood control, and power program: 
Navigation operations. .- ibaa 24, 181 
Power operations 219, 979, 444 
Multipurpose reservoir operations. . - 317, 660 
Fertilizer, agricultural, and munitions program - 
Watershed protection and improvement program. 
Resource development program ; 21, 125 13, 000 
General service activities: Reimbursable services. _ | 3, 330, 722 2, 220, 000 
Undistributed receipts: Sale of retired plant and miscel- | 
laneous receipts (excluding income items classified as | 
selected vrorking capital) 





5, 007, 198 1, 512, 000 


Total receipts from operations 245, 894, 812 


258, 271, 000 
Balance brought forward (cash with Treasury 
Unobligated 


110, 369, 526 
Obligated. 


49, 346, 737 





83, 953, 923 | 
45, 947, 575 








159, 716, 263 129, 901, 498 | 





Total brought forward 


Total budget authorizations and receipts available 


--| 432, 664, 075 393, 529, 498 





92599_ 7 20 


VOVe0Vvi-—""s 


| | 
1956 actual | 1957 estimate 1958 estimate 


1956 actual | 1957 estimate | 1958 estimate 


12, 047 
5,049 
16, 741 
16, 940 


$5, 699 
TVA-4.6 
+ 


340 


$62, 735, 726 


29, 702, 065 
231, 047 
4, 581, 162 


97, 250, 000 


1, 192, 000 
26, 274, 000 
776, 000 

1, 461, 000 
61, 000 

6, 313, 000 
5, 663, 000 
96, 924, 000 
59, 566, 000 
1, 578, 000 
10, 078, 000 
150, 000 

44, 000 


458, 000 


307, 788, 000 


—6, 365, OOO 


—51, 995, 000 


249, 428, 000 


$14, 782, 000 








31, 000 
257, 046, 00¢ 
296, 000 
796, 000 
76, 000 


16, 


1, 771, 000 


6, 338, 000 
282, 354, 000 
41, 154 

91, 208, 18S 
91, 339, 322 


388, 475, 322 
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Budget authorizations and recetpts, expenditures and balances—Continued 


1956 actual | 1957 estimate | 1958 estimate 


EXPENDITURES AND BALANCES 


Gross budget expenditures: 
Navigation, flood control, and power program: 















































SUE T ON tin on co cencd thus cnnbeassmccnen $66, 896,999 | $90,102,000 | $126, 085,000 
Expense: 
Pn eG n.d nennmidumaanerae 247, 083 267, 000 274, 000 
Flood control operations..............-...-.-.-- : 211, 797 223, 000 240, 000 
I nee eh ee 126, 615, 373 136, 342, 000 151, 180. 000 
Multipurpose reservoir operations pte ee cad 3, 829, 967 4, 353, 000 4, 464, 000 
Topozraphic mapping. . -_-- siden siauis ellicoipniaiead kcdiediboaelarbamadtieinasaee ss tae 335, 000 
Fertilizer, agricultural, and munitions program: 
Acquisition of assets_ cei cha lacs aha pulabed Bi dace encassnabaha 1, 065, 468 1, 057, 000 1, 451, 000 
Expense: 
Fertilizer and munitions development. ...-.....--- 17, 366, 545 MTGE Bu cteecacecsans 
Fertilizer, agricultural, and munitions develop- 
cd tccecenen ane Lipa tebe ali naciva nines tigekdbaed etek wackaaien 18, 658, 000 
Watershed protection and improv yement program: Ex- 

NOD <5 eit heed wb cde occodcaccechatoantaseeubacedcaceidieet adnan Se 1, 129, 000 
Resource dev elopment program: NG Scccascaieee 1, 034, 240 1, 240,000 |..-.-- enti 
General service activities: 

Acquisition of assets. ...........- sthctiscdisesecceceen —33, 976 —75, 136 —16, 000 

Expense: 
ES EE EE 3, 330, 722 2, 220, 000 1, 771, 000 
Maintenance of bridges financed 7 others on 

TVA dams. ekcabsddacsemasand 3, 735 8, 000 8, 000 

Increase in selected working capital_- slcicocukessatoccnes 15, 930, 730 7, 168, 581 1, 138, 000 

Total gross budget expenditures -_-_......................] 286, 498, 683 | 261, 681, 445 306, 717, 000 

Retirement of bonds held by Treasury---.........-.-...-.---- 14, 000, ys a awe ames 

Payments to Treasury: ; TiS Le - ; ; 

Payment on power investment _.-........................ 45, 000, 000 30, 000, 000 10, 000, 000 

Payment of nonpower proceeds-_ Sasevkiecudatss 7, 263, 894 4, 008, 731 2, 480, 000 

"TOUNn POP MINIIE CO TTOROING 2 on ic cc ecccccen ec dencccccs 52, 263, 894 34, 008, 731 12, 480, 000 

Unobligated balance rescinded Rictcndek ances seca ; 6, 500, 000 7 
Balance carried forward (cash with ew —_ meta 1 ata aA a 

Unobligated _- ; Shunihasan bal 83, 953, 923 41, 134 35, 260, 134 

Obligated ____-- ia ch > hh enue cman cnet 45, 947, 575 91, 298, 188 34, 018, 188 

Pees GEIL BONN os coc cacccdcndsucutsnscocbecuam 129, 901, 498 91, 339, 322, 69, 278, 322 

Total expenditures and balances_....-.._.__.-----._-- 432, 664,075 | "393, 529, 498 8 | 388, 75, 32 22 

BUDGET EXPENDITURES ee ie oe re 

Gross budget expenditures. ‘ Se Wihiieaed cane eu dietician ;accice seen 261, 681, 445 306, 717, 000 

Receipts from operations.-- Sahel gs ean sae oak bene baa 245, 894,812 | 258, 271, 000 282, 354, 000 

Net budget expenditures debs ietetwaaes —9, 396, 129 3, 410, 445 24, 363, 000 

Distribution of net budget expenditures: ene eS Cee "q eg eye 

Out of curremt autiorigntioms.........-........n-cnnccucce 27, 053, 000 5, 357, 000 14, 782, 000 

Out of receipts and balances of the fund_- ---- -.-| —86, 449,129 | —1, 946, 555 9, 581, 000 

Status of certain fund balances 

| 1955 actual 1956 actual = 1957 estimate | 1958 estimate 

Se | ff tinsel halicnisamsithttt 

Unexpended balance: Cash with Treasury -._.- I $159, 716, 263 a $129, 901, 498 | 1, 339, 322 2 | _ $69, 278, 322 


Net obligations outstanding: 
Current liabilities 
Obligations other than liabilities: 


| 55, 379, 719 39, 064, 932 40, 000, 000 gl 40, 000, 000 
Acquisition of assets: | 








Appropriated funds_......._-_-. 22, 409, 604 5, 015, 188 | 7, 753, 188 2, 468, 188 

Corporate funds pains Tshelaenait 1, 719, 332 32, 047, 485 | 76, 000, 000 24, 000, 000 

Other ! ee ee 4, 201, 929 2, 226, 321 2, 545, 000 2, 550, 000 
Current receivables..____.----..-------_- | —34, 368, —34, 363, 847 | —32, 406, 351 = 5, 000, 000 | —35, 000, 000 
Net obligations outstanding.____._...___- | 49, 346, 737 | 465, 947, 575 & 91, 298, 188 a 34, 018, 188 
Unobligated portion of certain fund balances___| 110, 369, 526 83, 953, 923 s 41, 134 i 35, 260, 134 





1 Not included in these figures are commitments for fuel contracts which were $ $122,607,95 3 at June 30, 1955; 


$103,544,021 at June 30, 1956; and which are estimated at $100,000,000 as of June 30, 1957 57, and $100,000,000 as 
of June 30, 1958. 





i 
' 
i 
| 
| 
| 
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INTRODUCTION 


The Tennessee Valley Authority is a corporation wholly owned by the Federal 
Government. It was created by the Congress in 1933 for the unified conserva- 
tion and development of the resources of the Tennessee Valley. TVA is charged 
with the responsibility for developing the Tennessee River for navigation, flood 
control, and the generation of electric power; for chemical research and the pro- 
duction of experimental fertilizers useful in agriculture and national defense; and 
for encouraging, in the national interest, the agricultural and industrial develop- 
ment of the Tennessee Valley region. 

The TVA is an independent agency under a Board of Directors responsible to 
the President and the Congress for the conduct of a coordinated resource develop- 
ment program. It is currently financed from two sources: Appropriated funds 
and corporate funds available as proceeds of its operations. he enactment of 


proposed legislation would provide for the issuance of revenue bonds as an addi- 
tional means of financing power facilities. 


APPROPRIATION FINANCED BUDGET 


This budget proposes for 1958 an appropriation of $14,782,000 and utilization 
of $12,681,000 estimated to be carried forward from 1957, a total of $27,463,000, 
for the projects and programs summarized on pages 1 and 2. Of this amount, 
$1,784,000 is for power facilities—continuing construction of generating units 
underway—and $15,556,000 is for navigation facilities, including $15,344,000 for 
continuing construction of a new lock at Wilson Dam. Capital additions required 
for other programs and distribution of administrative and general expenses bring 
the total estimate for acquisition of assets to $19,966,000. Appropriation financed 
operating expenses are estimated at $7,497,000. 





CORPORATE FINANCED BUDGET 


The Corporate financed obligations for 1958, summarized on pages 3 and 4, are 
estimated at $273,960,000: acquisition of assets, $102,269,000; expenses of 
operating programs and reimbursable services for other agencies, $170,562,000; 
and inventories, $1,129,000. Income is estimated at $282,345,000, of which 
$257,046,000 is from power operations. Estimated payments to the United 
States Treasury in 1958 total $12,480,000, of which $10,000,000 would be from 
power proceeds and the remainder from other proceeds. Payments from net 
power income made and budgeted through June 30, 1958, are considerably more 
than the amounts required to that date to provide for total payments over a 
40-year period equal to appropriations made for power facilities in service. 


Mr. Cannon. The committee will be in order. 
History or Muscie SHOALS 


Before we hear your opening statement, Dr. Paty, in the fall of 
1906 I made a trip which covered the Mississippi, the Ohio, and the 
Tennessee Rivers, and I visited Muscle Shoals. That was 51 years 
ago. I looked at it with an unseeing eye; without realizing what it 
meant; without appreciating fully its ‘possibilities, but I was tre- 
mendously impressed by it. 

About a decade later I sat on the floor of the House at the desk 
when they were enacting legislation for TVA. We were approaching 
the war and the authorities were apprehensive for fear that we w ould 
be cut off from our supplies of nitrogen from Central and South 
America, and they were urging the construction of a plant down there 
to produce nitrogen. I remember very well hearing the statistics 
on how much nitrogen was in the air above an acre of land, and so 
forth. Those advoc ating the bill explained that this project would 
produce nitrogen for the manufacture of gunpowder in time of war 


and would produc e nitrogen for the manufacture of fertilizer in time 
of peace. 
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Just about the time that we completed the plant and it was ready 
to start operation the war ended. We thought this plant w ould 
immediately start, as they explained in the debate, producing fertilizer, 
for the benefit of the whole country. But along about that time 
Henry Ford, who had electrified the country by announcing that no 
man that worked in his plant should receive less than $5 a day no 
matter in what capacity, became interested in the plant and an effort’ 
was made to sell the plant tohim. The matter was battled vigorously 
and rather bitterly at the time. Finally they decided not to sell it 
to Henry Ford. "Thereupon they closed it down and they did not 
turn a wheel down there, so far as I am aware, until 1932. 

I wish that you would give us by way of résumé, because I am not 
familiar with it—I do not know whether the rest of the committee 
are familiar with it or not—a sentence or two of the original purpose 
for which it was designed, by whom, so forth. 

Dr. Pary. Do you refer to the Muscle Shoals area and the Wilson 
Dam? 

Mr. Cannon. Yes. 

Dr. Paty. You have brought it up to the period of the closing down 
of the plant when the war ended and there was no longer need for the 
nitrates. 

Mr. Cannon. My account is merely from recollection. I may be 
wrong about it. There may be some inaccuracies in the statements 
that [have made. Did I about outline the history of Muscle Shoals? 

Dr. Paty. I believe that you referred to 1932. It was 1933 when 
the TVA Act was passed. 


PURPOSES OF TVA 


Since that time—and you gentlemen are familiar with the act— 
the idea has been to develop the resources of a whole river basin for 
the benefit, not for just the people who lived in the basin, but the 
whole country. Navigation and flood control were incorporated in 
the act as among the primary purposes for which the water in the 
river and its tributaries was to be controlled and conserved. In 
addition to building engineering structures for these purposes, and 
for the generation and sale of power, TVA was directed to carry on a 
complementary program of land use to control the water on the land 
and prevent the erosion of the region’s soil resources. I do not know. 
how much into detail you want me to go. 

Mr. Cannon. The feature of it that I mentioned was only one of 
many? 

Dr. Party. Yes. 

Mr. Cannon. It was a multipurpose dam? 

Dr. Paty. Yes. 

Mr. Cannon. What were the various purposes intended to be 
served by the installation, who first conceived the idea, and when 
did construction really start? 

Dr. Pary. Senator Norris on the Senate side was the author and 
the coauthor was Senator Lister Hill for the TVA Act, which gives the 
broad and specific purpose for which the development of the river 
system was to take place. As I stated, first, for flood control and then 
navigation; power incidental to the uses for flood control and navi- 
gation; reforestation; development of new and better fertilizers? 
an overall resource development program that would bring a region 
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that was below the national average in income to a healthy economic 
base along with the rest of the Nation. 

Mr. Cannon. What brought about this situation? You say that 
area of the country was a little below the general average of the 
country economically. Was that true originally, or was it brought 
about by forces of man or nature? 

Dr. Pary. At the time the act was passed the per capita income of 
the vallev region was about 40 percent of the national average. 

Mr. Cannon. And the bringing of that area at least to the national 
average was one of the purposes “sought to be served at the time the 
construction started? 

Dr. Pary. That is true, but the idea was not to do a piecemeal 
development of the river but to carry on an orderly long-range pro- 
gram that would bring about the conservation and development, and 
the wide use of the resources of the region; the forests, the soil, the 
water, and the minerals that go to make up the resource base of the 
region’s economy. 

Mr. Cannon. Such a plan had never before been conceived, or 
never been brought into actual operation? 

Dr. Pary. That is certainly true, Mr. Chairman. Of course, the 
ereat surge of interest in conservation of natural resources had been 
taking place for a period of years. 

Mr. Cannon. Was this in any way connected with Governor 
Pinchot’s theory of the conservation of natural resources? 

Dr. Pary. Yes. Theodore Roosevelt caught the ideas of Dr. Pin- 
chot and others and became a very enthusiastic supporter of the con- 
cept of the development and wise use of our resources for the Nation 
as a whole. 

Mr. Cannon. Then you would say that the TVA was originally 
conceived by Senator Norris of Nebraska and President Theodore 
Roosevelt, who doubtless collaborated with Governor Pinchot of 
Pennsylvania? 

Dr. Paty. That is right. 

Mr. Cannon. Those three, then, had a very large part in the deter- 
mination of the origination of this project? 

Dr. Pary. That is right. 

Mr. Cannon. Generally speaking, would you say that the purposes 
have been realized? To what extent have they been realized? 

Dr. Pary. These objectives have been realized only in part. We 
do not consider our Nation, or any portion of it, as static. There is 
much unfinished business in the Nation as well as in this region. 

Mr. Cannon. What has been the success of the theory so far? 

Dr. Paty. I believe it is the best controlled river system anywhere. 

Mr. Cannon. Has anything similar been attempted in Europe? 

Dr. Pary. There are many programs modeled after TVA in Europe, 
South America, and elsewhere. 

Mr. Cannon. Did they antedate the TV A? 

Dr. Paty. No. 

Mr. Cannon. They took the TVA as a model? 

Dr. Pary. That is being done in many, many countries—not taking 
the actual blueprint, but the multipurpose pattern of development of 
a region has been adopted in a score or more of countries, and their 
programs are being evolved on a basis somewhat similar to what 
[VA has been able to do in the Southeast. 
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Mr. Cannon. You may now give us your statement. Your state- 
ment will be on the general purposes of the system and the budget 
for it. 

Dr. Paty. Yes. 

Mr. Cannon. Historically, Wilson Dam was the pivotal dam 
around which all this took place. You may proceed to give us your 
statement. 

GENERAL STATEMENT 


Dr. Party. The document presenting TVA’s budget program for 
fiscal year 1958 lies before you, but before proceeding to a discussion 
of its details I should like to take just a few moments to describe to 
you the dramatic way in which one investment in the Tennessee Valley 
paid off in the year since we last appeared before you. As members of 
this committee will recall, in January and Febraury of 1957 rain of 
near all-time record proportions fell in the Tennessee Valley. During 
the 12-day period from January 25 to February 5 the average rainfall 
above Chattanooga was about 8% inches. High points along the 
eastern valley rim received greater amounts and at Clingmans Dome 
in the Smoky Mountains over 14 inches was recorded. But in the 20- 
day period when the precipitation began, over 12 inches covered the 
whole area and at the same spot at Clingmans Dome in this same 
period 22 inches fell. 

Unlike other periods of heavy rainfall in recent years, this winter 
precipitation was valleywide. Without the flood protection pro- 
vided by the TVA multipurpose system, damage would have been 
widespread and severe. The natural flood would have reached a crest 
stage of near 54 feet at Chattanooga, about 24 feet above flood stage. 
It would have covered more than 8,000 acres within the city limits— 
much of the business section would have been flooded. Damage 
resulting from this uncontrolled flood at Chattanooga alone would 
have been $66 million. As it was, the operation of the system by 
TVA engineers held the flood to a st age of 32.2 feet, only about 2 feet 
above flood stage; all but minor damage was averted. This is not, 
of course, the first time that flood damage has been averted in the 
valley, but I refer to it since the past winter was the severest test so 
far presented. The total damage savings by the flood-control system 
as a whole since 1936—completion of the Norris Dam—amounts to 
nearly $135 million. 

A related activity in the area of flood control has not yet produced 
such dramatic results as just described, but will surely pay off in 
much the same way as time goes on. This part of the TVA flood- 
control program has also aroused much interest both locally and 
nationally. It concerns TVA’s activities directed toward encouraging 
States and communities to recognize and accept greater respon- 
sibility for solving local flood problems. There are many com- 
munities and areas located along the Tennessee River and its tribu- 
taries, whose flood problems have been greatly reduced by the TVA 
system, but not entirely eliminated. Other communities, located 
upstream from the reservoirs, have flood problems unaffected by 
the system. The purpose of this phase of our flood-control program 
is to provide information to these communities about records of 
past floods so that the communities themselves can recognize the 
flood hazards to which they are exposed and can take the initiative 
in protecting themselves from flood damage. This has been done in 
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some communities by the adoption of zoning ordinances which restrict 
the building of certain kinds of structures in flood danger areas but at 
the same time put these areas to useful community purposes, such as 
parks, recreation areas, and parking lots. Thus far reports from 18 
individual communities have been issued and 13 others are now in 
process. The communities are beginning to realize that the road to 
protection from flood damage is not always to the Federal Treasury. 

Another important aspect of TVA work is in the field of fertilizer 
and munitions research. The purpose of the TVA fertilizer program 
is to develop new fertilizer products and processes with the objective 
of lowering the cost of fertilizer to the farmer. TVA’s chemical 
engineers are constantly engaged in improving fertilizer technology to 
produce better fertilizer and to reduce its cost of manufacture. These 
developments are made available without cost to the entire fertilizer 
industry. In order to facilitate industry adoption of these new 
processes and products, TVA periodically conducts demonstrations of 
its progress in fertilizer technology. Several hundred people from the 
fertilizing industry come to the shoals each year to avail themselves 
of the developments taking place there. 

The most recent demonstration, held in June of this year, attracted 
almost 400 technical people from 34 States and 3 foreign countries. 
They represented 180 private companies and organizations. For 3 
days they observed fertilizer plant and pilot plant operations, and 
discussed the problems and achievements in the field of fertilizer 
technology. 

The 1958 TVA budget you now have for consideration contemplates 
continuing such activities and carrying forward other TVA programs 
which are familiar to you. The budget provides for a new appro- 
priation for 1958 of $14,782,000. This, with an estimated balance 
of $12.7 million available from previous appropriations, will be used 
to conduct the 1958 appropriation financed program which totals 
about $27% million. The 1958 money requirement compares with 
a new appropriation for fiscal 1957 of $5,357,000, and a total appro- 
priation financed program in that year of $40 million. 

The budget justification before you describes in detail the uses to 
which the $27% million will be put and also reports the contemplated 
expenditures from corporate proceeds. The largest single item in the 
appropriation request is $15.3 million for continuing construction of 
a new lock at Wilson Dam, Ala. This lock, which has many unusual 
engineering features, was started in July 1956, will be in service in 
August 1959 and will be completed in December 1960, at a total esti- 
mated cost of $35 million. The new lock will relieve a serious traffic 
bottleneck at Muscle Shoals, Ala., which has been developing over a 
number of years, and will be a very important improvement to the 
navigation system of the country. 

About $7% million will be required for continuing work in the fields 
of forestry, navigation, and flood-control operations, reservoir man- 
agement, and in the fertilizer and munitions development program. 

These are some of the activities which are represented by the appro- 
priation request. They are more fully explained in the budget justifi- 
cation document which has been provided to the committee. We 
have with us Mr. Wagner, TVA’s General Manager, and other mem- 
bers of the TVA staff who are in immediate charge of the various pro- 
grams. They will be glad to describe in more detail the programs I 
have mentioned. 
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VALUE OF FERTILIZER PROGRAM 


Mr. Cannon. I was glad to see, Dr. Paty, that you emphasized the 
importance of this great plant in the production, study, and research 
on fertilizer. 

The farm on which I live was cleared of timber about 125 years ago. 
When they first took the timber off the land and began to plant crops 
the crops came up magically, but in the course of time because we did 
not know anything about soil conservation in those days—we plowed 
the gullies in and let the land wash away—our farmers in that area be- 
gan to say, ‘‘Well, we had a bad crop year, we had bad weather.” It 
took us some time to discover that what had happened was we had 
washed and eroded the fertility out of the soil and had let it wash down 
into the Mississippi River. It was necessary in order to get full c rops, 
for us to supplement what was left there, with fertilizer. I take it for 
granted that has been the history of practically every part of the 
United States. 

Dr. Party. Practically every State. There are a few States that 
are not yet large fertilizer users. The South has been a great fertilizer 
user and the Middle West is now rapidly increasing the use of 
fertilizer. 

Mr. Cannon. Those that do not use fertilizer will come to the 
point where they will need fertilizer also? 

Dr. Paty. Yes. 

Mr. Cannon. I was in Germany some years ago. I rode out on 
the Autobahn. I was very much interested in German farming 
practices and German agriculture. I was immeasurably disappointed 
to find they were far behind our farmers in scientific farming. To 
begin with, they had such small plots they could not use machinery. 
I think I saw only two tractors in the whole area that we covered at 
that time. They told me that through cultivation which covered 
1,000 years or more they had drawn from their soil every modicum 
of plant food; that they had reduced their soil to a point where it was 
merely a conveyor, merely a vehicle. If they put in half enough 
fertilizer they got half a crop; if they put ina quarter enough fer tilizer 
they got a quarter of a crop, and if they put in the amount of fetilizer 
necessary they got a full crop, but they only got out of the soil what 
they put back into it. 

I take it for granted if we follow the same plan here in America we 
will eventually reach the point where we must put in fertilizer to 
get out the crop, and already fertilizer is required for a full crop in the 
major part of the United States, is that not so? 

Dr. Paty. Definitely so. 

Mr. Cannon. So the aceggp se of fertilizer is one of the most 
important things that can contribute to agriculture, and to the 
general national economy today, because the better you can produce 
food the more cheaply you can produce it, and the cheaper it can be 
sold. A method of producing cheap fertilizer is as important to a 
person in the city as to the farmer in the country; would vou say that 
is true? 

Dr. Paty. Yes, sir. 

Mr. Cannon. So [I am very much interested in what you have 
given us here on fertilizer. 
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But I have understood—Il may not be correct on this—that rather 
severe restrictions have been placed on the TVA in the production and 
development of fertilizer. Can you tell us something about that? 

Dr. Pary. Mr. Chairman, our general manager, and also the heads 
of our fertilizer production, research, and distribution activities are 
here. They are intimately familiar with the program details and I 
would prefer that they answer this question. 


BUDGET SUMMARIES 


Mr. Cannon. We will insert into the record at this point summary 
pages 1 through 5 of the justifications. 
(The pages referred to follow: ) 


TENNESSEE VALLEY AUTHORITY 


Summary of appropriation financed budget (for fiscal years ending June 30, 1956, 
1957, and 1958) 


| ' 
Appropriation financed obligations 1956 actual | 1957 estimate | 1958 estimate 
I ail pn a Bee 
| 
ACQUISITION OF ASSETS | } 


Navigation, flood-control, and power program: 
Power supply facilities: 
Hiwassee hydro unit 2..._...-. 


iat _.| $788, 430 $94, 000 | 
Chatuge hydro unit 1 


aa | 35, 705 23, 000 











Nottely hydro unit 1 Fed arcs acon inspected Ee ccdihibahade dace aria | 434, 037 31, 000° }.....- aba 
Widows Creek steam plant units 1-6_------------___- 955, 940 988, 000 $32, 000 
Kingston steam plant units I-9_-..................... | 3,897, 787 | 7, 346, 000 467, 000 
Colbert steam plant units 1-4__...............-..-...- 2, 132, 260 | 682, 000 | 42, 0) 
Shawnee steam plant units 1- 10.. Ss Macndcke nda 4, 869, 223 | 5, 247, 000 | 581, 000 
Gallatin steam plant units 1-2____........--- eae 10, 203, 190 | 7, 388, 000 391, 000 
John Sevier steam plant ai SOs ad hstecheab accredit | 5, 518, 324 | 1, 003, 000 —229, 000 
Total power supply facilities .......................- | 28, 834, 896 22, 802, 000 | 1, 784, 000 
Transmission system facilities..........._.-. ween wesse~e-| 1, 140, 549 CR GE ii otc eetadee 
Power service building " bit ctanie pO ae eS ad 
Additions and improvements at existing facilities. __ 598, 260 | 526, 000 | 450, 000 
Navigation facilities... _-- lnnotin thes = : 891, 502 | 7, 241, 000 | 15, 556, 000 
Flood-control facilities aan 44, 650 306, 000 468, 000 
Investigations for future facilities: } 
Current____. 3 81, 926 114, 000 122, 000 
Writeoff of abandoned projects____ _- — —23,.200 |_. (tli lenegad 
Distribution of administrative and general expenses _.-____| 1, 173, 691 | 568, 000 294, 000 
Total navigation, flood-control, and power program.....| 32, 772, , 818 31, 638, 000, 1B 674, 000 
Fertilizer, agricultural, and munitions program: | | 
Chemical facilities | 307, 458 | 1, 601, 000 1, 286, 000 
Distribution of administrative and general expenses 7 15, 923 23, 000 22, 000 
Total fertilizer, agricultural, and munitions program 323, 381 l, 624, 000 1, 308, 000 
General service activities: 
General facilities __ — 23, 582 — 106, 136 — 29, 000 
Distribution of administrative and general expenses | 4, 199 11, 000 13, 000 
Total general service activities _- — 19, 383 —95, 136 — 16, 000 
Total acquisition of assets, appropriation financed | 33,076, 816 33, 166, 864 19, 966, 000 
EXPENSES 


Navigation, flood-control, and power program: 


Navigation operations. -.-..............- ieee aie 230, 011 248, 000 254, 000 
F lood-control operations folate kate iiaiclaoaeto oaael 200, 283 211, 000 227, G00 
Multipurpose reservoir ope NINE oem ae 1, 953, 085 2, 263, 000 2, 327, 000 
Topographic mapping. .--.-...........----- ccna taeekn dain buneicacineoeli 315, 000 
Distribution of administrative and general e xpense: Ricies 178, 603 197, 000 221, 000 

Total navigation, flood-control, and power program. --- 2, 561, 982 2, 919, 000 3, 344, 000 








312 


Summary of appropriation financed budget (for fiscal years ending June 30, 1956, 


1957, and 1968)—Continued 


Appropriation financed obligations 


EXPENSES—continued 


Fertilizer, agricultural, and munitions program: 





1956 actual | 1957 estimate | 1958 estimate 























Fertilizer and munitions development. -._....-.........-.. $2, 233, 921 GR Be OO Necicticctccccs 
Fertilizer, agricultural, and munitions development.......|.......-..---.}-...--.--.-.-- $2, 904, 000 
Distribution of administrative and general expenses_...... 87, 842 96, 000 112, 000 
Total fertilizer, agricultural, and munitions program --.-- 2, 321, 763 2, 680, 000 3, 016, 000 
Watershed protection and improvement program: Pins fo ae Bieter S 
Watershed protection and improvement. .............----]-------.-.....]-.--.--....--- 1, 061, 000 
Distribution of administrative and general expenses......-|_............_]_...---...---- , 000 
Total watershed protection and improvement program...|_.............|-.-..--.------ 1, 129, 000 
Resource development program: aa nent ih ., 
Brenan) SINE 382, 211 9 SED Ltaskstntensce 
Distribution of administrative and general expenses-__....-. 31, 484 GORD hiicticcdcnmcaned 
Total resource development program...............-..- 413, 695 Fj BO OS Veséddansacccon 
General service activities: Maintenance of bridges financed by 
eT oe re Ns ot deo nkn cowcUnanbeknbcbucGntadsauox 3, 735 8, 000 8, 000 
Total expenses, appropriation financed.................- 5, 301, 175 6, 847, 000 fee 7,4 97, 000 
CHANGES IN WORKING CAPITAL (Watkin ae. 
Inventories and property transfers: 
UNE SEINE ote es Kt cua asechanenaas MEE OES 1acceGicintah sdiaatbwusdnwce 
a ES Se ee eee ee ee BG SS ctanktcondsstbcaace pie 
Total changes in working capital, appropriation financed_ me Pane en 
Total appropriation financed budget.........- cciiecstiaeatdan 38, 323, 057 40, 013, 864 "27, 463, 000 
SOURCES OF APPROPRIATED FUNDS . : 
PRR AE FI ii hE IE linha endnietnedimimiits 27, 053, 000 5, 357, 000 14, 782, 000 
UND PONE DRONE ONE oon wi retcni nics cacnddsnnccccussesacecscn 65, 107, 921 47, 337, 864 12, 681, 000 
Balance carried forward to subsequent year.._........-....-.- —47, 337, 864 | —12, 681,000 j............_. 
Unobligated balance (amount provided by Public Law 163 
for transmission connections with Mississippi Valley Gen- 
erating Co.): 
I a a G COR GP bccccccacc.... 
Spenser es on aviasdndeeb ama oh SG CSO Be cweecineth anebanns ect ween 
NUNN 5 bh saddest neko cnce ecire/aneciaccichh nd nhlavadas Sica dsbca meealecn aa eS 
 EIOTIAEG BUI oii cic incikcicecnicdeivscassses 38, 323, 057 40, 013, 864 27, 463, 000 
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Summary of corporate financed budget (for fiscal years ending June 30, 1956, 1957, 


and 1958) 


Corporate financed obligations 


ACQUISITION OF ASSETS 


Navigation, flood-control, and power program: 
Power supply facilities: 
Widows Creek steam plant units 1-6 
Kingston steam plant units 1-9 
Colbert steam plant units 1-4.-....................-.- 
Shawnee steam plant units 1-10 
Gallatin steam plant units 1-2 
Gallatin steam plant units 3-4. .._......-...-.......-- 
John Sevier steam plant units 1-3 
John Sevier steam plant unit 4...................-.... 
Johnsonville steam plant units 7-10 


Total power supply facilities 
Transmission system facilities............--....----------- 
Additions and improvements at existing facilities 
Investigations for future facilities: 

Current__..- i asp ep aan amend 
Reclassification of prior year MME eee ena 
Distribution of administrative and general expenses_..---- 


Total navigation, flood-control, and power program 


Fertilizer, agricultural, and munitions program: 
og Sa ee 
Distribution of administrative and general expenses 


Total fertilizer, agricultural, and munitions program---- 


Total acquisition of assets, corporate financed 


EXPENSES 


Navigation, flood-control, and power program: 
OE SOR ic crt tcc entail nnd wsninainininaantntitan 
Multipurpose reservoir operations , i ees 
Distribution of administrative and general expenses.. 


Total navigation, flood-control, and power program._--- 
Fertilizer, agricultural, and munitions program: 
Fertilizer and munitions development... ............--.-- 
Fertilizer, agricultural, and munitions development 
Distribution of administrative and general expenses 


Total fertilizer, agricultural, and munitions program_.-.-- 


Resource development program: 
BRROOUT OD CO TORING 05 in cacisency cuanscsdcawsaawenuceeen 
Distribution of administrative and general expenses 


Total resource development program 


General service activities: 
OORT eeee MOET NNINS 5 6556 cee occ ccccnateasesanusonne 
Distribution of administrative and: general expenses 


Total general service activities 


Total expenses, corporate financed. __......._.....-.-.-- 
CHANGES IN WORKING CAPITAL 
Inventories: 
ee CNR sin kkinecdncdd ied abi aiken oan 
Chemical inventories 


Total changes in working capital, corporate financed --_-- 


Total corporate financed obligations 


PAYMENTS 


Payments to U. 8. Treasury: 
a ee ae eee en eee 
Payment on appropriation investment in the power pro- 

gram...._- inte nplitcteninnmeneiaiin 
Payment of miscellaneous nonpow er ‘proceeds 


Total payments to U. 8. Treasury 


Total corporate financed budget 


1956 actual 








1957 estimate | 1958 estimate 










































3, 304, 329 


M47, 338, 287 





ee a 
38, 554 es es... 
rt. ee 
18, 433 eA 
23, 498 a 
14,797 | 4,803,000 | $28, 482, 000 
63, 180 74,000 |__.-- 
1,568,271 | 17,206, 000 8, 200, 000 
486,393 | 8.658.000} 32,897,000 
Ee a SS 
2,215,876 | 30,765,000 | 69, 579, 000 
13, 200,842 | 26, 400,000 | 29, 800, 000 
784,959 | 2,052,000 1,219; 000 
133, 182 221, 000 209, 000 
SE kacec: einem can, 
546, 297 1,217,000 1, 462, 000 
16,959,264 | 60,655,000 | 102, 269, 000 
Ek ee ee 
MU Nilak Aciiienicaventadintsnnaae 
497,995 | saat ie 
~~ 47,457,259 | 60, 655, 00 ~ 102, 269, 0 000 
125. 270,539 | 134,867,000 | 149, 680, 000 
1, 626, 854 1,814, 000 1, 857. 000 
1 444,845 | 1,585. 000 1; 612.000 
128. 342, 238 | 138, 26,000 | _ 153, 149, 000 
14,741,056 | 15,772,000 |_............. 
Lees : ae __..| 15,317,000 
303, 726 324, 000 325. 000 
15,044, 782 | 16, 096,000 | 15, 642, 000 
573, 318 ie 
47,227 
620,545 |____ 



































1,696,792 | 5,307,000 1, 129, 000 
122, 590 NN Ged ce 
1,819,382 | 5,490,000} __1, 129, 000 
“166, 614, 928 | "222, 727,000 | 273, 960, 009 
SIN acl ss eee 
45,000,000 | 30,000,000 | 10, 000, 000 

7, 263,894 | 4, 008, 731 2. 480, 000 
66,263,894 | 34,008, 731 12, 480, 000 

~ 932, 878, 822 735,731 | 286, 440, 000 








256, 735, 731 
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Summary of corporate financed budget (for fiscal 


years ending June 30, 1956, 1957, 


and 1958)—Continued 


Corporate financed obligations 


SOURCES OF CORPORATE FUNDS 


Current income: 

Navigation, flood-control, and power program: 
Navigation operations. -.._...-.--.---- 

Power operations. - -- mais 

Multipurpose reservoir operations abana 


Total program - --- 


Fertilizer, agricultural, and munitions program: 
Fertilizer and munitions development -- -- 
Fertilizer, agricultural, and muntions development... 


Total program 
Watershed protection and improv ement program: Water- 
shed protection and improvement. si 
Resource development program: Resource development. g 
General service activities: Reimbursable services - - -- 
Miscellaneous: Sale of retired pl int and other miseellan- 
eous receipts - - Ga aint oe wert 


Total current income 


Decreases in reserves: 
Power proceeds: 
Balance from prior year 
Balance earried forward to subse quent year 


Total decrease in power proceeds_. 


Nonpower proceeds: 
Balance from prior year 
Balanee carried forward to subsequent year 


Total decrease in nonpower proceeds 
Total decreases in reserves - 


Total current income and decreases in reserves 








| 
1956 actual 1957 estimate 19458 estimate 
a edema i 
| 
i 
| | 
$24, 181 $25, 000 | $31, 000 
219, 979, 444 | 236,684,000 | 257, 046, 000 
| 317, 660 296, 000 | 296, 000 
20, 321,285 | 237, 005, 000 | 257, 373, 000 
—— ——————— | eit = = 
| 47,214,482 | 17,521,000 |... 
—_ | 16, 796, 000 
SSS EEE = 
| 17, 214, 482 17,521,000 | 16, 796, 000 
ae a she See - aati 76, 000 
21, 125 13, 000 
a 3, 330, 722 2, 220, 000 1, 771, 000 
| | 
| 









246, 085, 821 | 

















42,918,972 | 50, 381, 134 62, 425, 134 
—50, 381, 134 | —62, 425, 134 | —58, 512, 134 
16, 462, 162 | 3, 044, 000 3, 913, 000 

p ateor es ag nt ma 
7, 263, 894 _4 008, 731 2, 480, 000 
--| —4,008, 731 | 2, 480, 000 2, 298, 000 
| , 255, 182, 000 
—13, 206,999 | —1, ae 4,096, 000 
232, 878, 822 | 256,735,731 | 286, 440, 000 
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PAYMENTS TO THE TREASURY 


Mr. Cannon. You are projecting a total payment to the Treasury 
of $12,480,000 in 1958. We will insert into the record at this point 
also pages 132 through 137 explaining the repayment program. 

(The pages referred to follow:) 


Tennessee Valley Authority—Schedule C-1: Payments to U. S. Treasury from power 
income under provisions of the Government Corporations Appropriation Act, 1948 








- 
Minimum payments re- | 


1/40 of plant investment 
quired under 1948 law 


Actual and budgeted 
at end of previous year 


payments ! 
Fiscal year 


| } 


| Total, period 

















Year | Year | Total period Year | Total period 
SOUD. chewks secon $10, 500,000 | $10, 500, 000 | __- ti _..| $10. 500,000 | $10, 500, 000 
We iiiaki ane tas 2, 500. 000 | 13,000,000 | $8,705,981 | $8, 705, 981 | 5, 500. 000 | 16, 000. 000 
Ws 52-252 2, 500, 000 | 15. 500, 000 | 8, 705,981 | 17, 411, 962 | 5, 500. 000 | 21, 500. 000 
ae | 2,500, 000 | 18. 000 000 | 9, 149,627 | 26, 561, 589 9. 000, 000 30, 500 000 
PE | 2,500, 000 20, 500. 000 | 9, 73: | 36, 295, 559 12. 000. 000 | 42, 500, 000 
ee eee. | 2,500,000 | 23,000,000 | 12.2 48, 551, 875 15, 000, 000 57, 500, 000 
1064..... enuitewel 9 500:000 | 25, 500 000 17, 66, 034,351 | 20 000, 000 77, 500. 000 
WO. Soo ob | 2,500, 000 | 28,000,000 | 21, 592, 868 87, 627, 219 50. 000 000 127, 500 000 
EET | 2 500,000 | 30. 500.000 | 27.952 029 | 115,579,248 | 59 000.000 186. 500, 000 
1957_.___ _...-| 2, 500.000 33. 000, 000 | 32, 857, 661 | 148, 436,909 | 230, 000, 000 2 216, 500. 000 
S008 oe ss | 54, 059, 810 | 87,059,810 | 235, 174,850 | 2 183,611,759 | 210,000,000 | 2226, 500, 000 
NOB oats cates sack + RR RROD ein as cathe 52) cee oienetad bese aelecchds Basa 4 Sea 
ERS ae | 261, 179, 430 | Scot Adiccecoix oii HE wiaaialadlnis ana Aiaiebanciicond alka 
SOB eo ee ci inannann 348. 239, 240 |_.-- ict ae Bea HG. Sae idee weet Deateten 
1990 . 365, 985, 080 | | A le nial Di ik 
Wo etht cas eee a 389. 358, 811 | oa ; 
Se ees: 400, 357, 655 |......-.. LON oad he Ratha " 
a asiiciit sickens 699 299 057 | 
ES a eae Gee, 14 9as |. .=.5.-.25.... a ais 5 : = . 
ERE 1, 118, 081, 158 coceaell sii se bee 
Se : 1, 314, 306, 415 ee al age B. 5 sa a 
BE connec 8 1, 406, 994, 000 |...........- ae ee Se ee ee 
teh Ee | 1 S') Gae Gee tee lac ccc c8 ous sll dos paraectiuat Metadata 
Se ces | 9 1, 493, 00 000 bon use...5..2 





| 


1In addition to payments under the provisions of the Government Corporations Appropriation Act, 
1948, bond redemptions of $8,572,500 and other payments of $15,059,019 were made prior to fiscal year 1948, 
2 Estimated. 


PAYMENTS TO THE UNITED STATES TREASURY 


Payments to the United States Treasury for 1958 are estimated to be 
$12,480,000. Of this total, $10 million would be from power income and $2,480,000 
from nonpower sources. This will bring the total payments in cash from TVA 
to the United States Treasury general fund to $291,388,515, of which $250, 131,519 
is from power income. 


PAYMENTS FROM POWER INCOME 


The Government Corporations Appropriation Act, 1948, provides that total 
payments, including principal payments on bonds, of not less than $87,059,810 
shall be made to the Treasury of the United States by June 30, 1958, and that an 
equal amount be paid during each succeeding 10-year period until a total of 
$348,239,240 has been paid. In addition, amounts equal to new appropriations 
invested in power facilities must be paid within 40 years after the year in which 
such facilities are placed in operation. The first additional amount, $17,745,840, 
is payable by 1990. This and successive amounts payable for new facilities, 
financed from appropriations, are reflected in schedule C-1, page 132. 

TVA’s rate of return on its investment in power facilities is more than sufficient 
to meet the payments required. The average payments required over the years 
could be met with an annual rate of return of about 2% percent on the total net 
investment. During the period 1933-56, TVA’s power operations have provided 
an average annual return on power investment of about 4 percent. There are 
variations in the rate of return from year to year. Favorable streamflows and 
markets for supplemental power resulted in a return of 5.8 percent for 1950. In 
1953 the adverse water conditions lowered the rate of return to 2.7 percent. 
In 1956 the rate of return was 3.9 percent. It is estimated to be about 4 percent 
in both 1957 and 1958 if average streamflow conditions prevail. 
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As provided in section 26 of the TVA Act, power revenues are used to finance 
the expense of power operations and the construction of some of the power 
facilities, and to provide working capital. The amount to be paid to the Treasury 
in any 1 year must be related to these requirements, which may vary substantially 
from year to year, depending upon the demand for power, the volume of revenue 
financed construction work required to meet this demand, and streamflow con- 
ditions. The need for flexibility in scheduling payments was recognized in both 
section 26 of the TVA Act and in the payment provisions of the Government 
Corporations Appropriation Act, 1948. 

The 1957 budget program presented to the Congress contemplated that legisla- 
tion would be enacted authorizing TVA to finance needed generating capacity 
additions through the sale of revenue bonds. Such legislation was not completed 
during the past session of Congress. The Treasury payment for 1957 is now 
estimated at $30 million, an amount which reflects the fact that larger amounts 
of power proceeds than had originally been estimated will be expended for con- 
struction during the current fiscal year, such funds being applied to the starting 
of new generating units. Greater amounts will be required during 1958 for 
continuing the construction. Power proceeds which will be applied toward 
financing generating capacity additions at existing steam plants are estimated at 
$101.5 million in the 2-year period 1957-58, and $80.4 million in subsequent 
years. In view of this increased demand on power proceeds, the payment to the 
Treasury in 1958 is estimated at $10 million. Although this is a smaller payment 
than in the last several years, TVA will still be well ahead of payment requirements 
under the Government Corporations Appropriation Act, 1948. 

In order to assess TVA’s performance in payments actually made through 
June 30, 1956, and the payments budget for fiscal years 1957 and 1958, these 
figures are compared on the foregoing schedule C—1 with (1) minimum payments 
required under the 1948 law, and (2) payments that would be made under a 
hypothetical schedule which assumes that each increment of investment would 
be paid in equal installments of one-fortieth each, beginning with the year imme- 
diately following completion of construction. As is seen from schedule C-1, 
payments through fiscal year 1958 are estimated to total $226,500,000, or 
$139,440,190 in excess of the minimum requirements of the 1948 act. The 
estimated total payments are about $43 million greater than the amount which 
would have been made on the basis of paying each year one-fortieth of the plant 
investment at the end of the previous year. 


Source and disposition of power income 


| 10 1956 actual | 1957 estimate| 1958 estimate 


poisitor ack | Sas 


Income for year: 












} 
Power operations. ..........--------- ease --| $219, 979, 444 | $236, 684,000 | $257, 046, 000 
Other income ; — - | 1, 575, 416 | —6, 000 5, 092, 000 
Total income for year : jane 221, 554, 860 | 236,678,000 | 262, 138, 000 
Program requirements: | 
Expense of power operations ‘ ; or Sis 126, 615,373 | 136, 342,000 151, 180, 000 
Acquisition of assets _- 16, 812 | 849 | 60,557, 000 | 102, 269, 000 
Power portion of expense of multipurpose reservoir opera- | 
tions ‘ 1, 409, 205 1, 628, 000 | 1, 673, 000 
Changes in power inventories (net) _ - : 1, 255, 271 | 5, 107, 000 | 929, 000 
Total program requirements- onan aan 146, 092, 698 | _ 208, 634, 000 4 25 56, | 051, , 000 
Balance, current year . 5 ; | 75, 462, 162 2 33, 044, 000° | ” 6, 087, 000 
Balance, previous year aoe gecccecdicaksaccan) Sy Saepeees GSM eee 62, 425, 134 
Total available for contingencies and payments to U. 8. | 
Treasury -.. -- Basement 118, 381, 134 |} 92, 425, 134 me 68, 512, 134 
Payments to U. S. Treasury: | 
Retirement of bonds- i = ----------} 14,000,000 | : 
Other . oan hotitigataraent 45, 000,000 | 30,000, 000 10, 000, 000 
Total payments to U Treasury - : Jw 59, 000, ¢ 000 | 30, 000, 000° 10, 000, 000 
Balance reserved for conting gencies a= 59, 381, 134 62, 425, 134 58, 512, 134 
Cumulative payments to U. 8. Treasury: | | 
Retirement of bonds- ---- : cu cmloue 65, 072,500 | 65, 072, 500 | 65, 072, 500 
Other SacwaknGh Sela aidn addicts uteckinunnardcce ane 145, 059, 019 | 75, 059, 019 | 185, 059, 019 
Total cumulative payments to U. 8. Treasury-----.--..- 210, 131, 519 240, 131, 519 ~~ 950, 131, 519 
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PAYMENTS FROM NONPOWER PROCEEDS 


The balance of nonpower proceeds at the end of each fiscal year not required for 
the purposes enumerated in section 26 of the TVA Act are paid into the Treasury 
prior to the end of the following calendar year. The 1958 budget is based on pay- 
ment during fiscal year 1958 of $2,480,000, which is the estimated balance of non- 
power proceeds at June 80, 1957. Payments from nonpower proceeds during 
1956 were $7,263,894 and are estimated at $4,008,731 in 1957; the total of such 
payments through June 30, 1958, is estimated to be $41,256,996. 


Source and disposition of nonpower proceeds 


1956 | 1957 1958 


actual | estimate estimate 
Income for year: 
Sales of fertilizer and byproducts___ $17, 011, 965 $17, 153, 000 $16, 370, 000 
Sale of retired plant _- | 3, 018, 611 1, 178, 000 1,014, 000 
Other income ; : : | 74, 330 65, 000 | 139, 000 
Total income for year . | 20, 099, 906 18, 396, 600 17, 523, 000 
Program requirements: | 
Cost of experimental fertilizer production 14, 806, 045 15, 644, 000 15, 125, 000 
Fertilizer marketing studies and demonstrations 15, 783 89, 000 100, 000 
Acquisition of assets_- ' 497, 995 
Resource development 620, 345 
Change in chemical inventories (net) _ - | 120, 807 183, 000 
Total program requirements 16, 091, 175 15, 916, 000 15, 225, 000 
Balance, current year 1, O08, 731 2, 480, 000 | 2, 208, OO 
Balance, previous year-- 7, 263, 894 1, 008, 731 2 48). 000 
Total available for contingencies and payments to U. 8. 

Treasury ; 11, 272, 625 6, 488, 731 4, 778, 000 
Payments to U. 8. Treasury . 7, 263, 894 4, 008, 731 2. 480, OO 
Balance reserved for contingencies ne 4, OOS, 731 2, 480, 000 2, 208, 000 

Cumulative payments to U. 8. Treasury-.-- 34, 768, 265 38, 776, 996 $1, 256, 99¢ 


TOTAL BUDGET 


rid 


Si 


Mr. Cannon. Your appropriation financed budget totals $27,- 
463,000. This is a reduction of $12,550,864 below the 1957 program. 
Your corporate financed budget is $286.440,000, which is an increase 
of $29,704,269 above 1957. Your total budget is $313,903,000, which 


is an increase of $17,153,000 over the 1957 program. 
ACQUISITION OF ASSETS 


We will take up first the acquisition of assets. We will insert at 
this point in the record pages 8 through 35 of the justifications. 
(The pages referred to follow:) 
Acat ISITION OF ASSETS 
Fund requirements in 1958 for acquisition of assets total $122,235,000; 
I 


$12,681,000 will be derived from previous appropriations, $7,285,000 from thi 
requested appropriation, and $102,269,000 from corporate funds. 


POWER SUPPLY FACILITIES 


Facilities being built with appropriated funds 

Appropriated funds in the amount of $1,784,000 are required in fiseal year 1958 
for final work on generating units previously financed in that manner and on 
which construction is largely completed. The estimate covers final cleanup work 
on the Widows Creek, Kingston, Colbert, and Shawnee steam plants; the first two 
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units in the Gallatin steam plant; and the first three units in the John Sevier 
steam plant. The last of these units, while behind the schedule contemplated in 
last year’s budget program, is expected to be in operation before the end of 
fiscal year 1957. However, many details remain to be finished in order to com- 
plete these facilities. 


Facilities being built with corporate funds 


Expenditure of proceeds from the sale of power in the amount of $69,579,000 
in 1958 is expected to be made in the construction of units TVA is installing at 
existing projects unless congressional legislation is enacted to permit the sale of 
revenue bonds, in which case the source of funds will be reviewed. These are: 


Nameplate 
oe rating 
Unit: (kilowatts) 
John Sevier unit 4 szultden ; : _ 180, 000 
Johnsonville units 7 to 10 : _. 540, 000 
Gallatin units 3 and 4 495, 000 


Construction was started late in fiscal year 1956 on the first of these units (at 
the John Sevier plant) and during the early months of fiscal year 1957 on the 
remainder. Options on the principal equipment had been obtained considerably 
earlier. Those options reserved places in the manufacturers’ schedules and were 
at lower prices than proved to be available later. The options were exercised and 
the construction started when those steps were necessary to provide reasonable 
assurance of the availability of the generating capacity when needed. With the 
installation of these units as presently scheduled, there will be a slight margin of 
system capacity over presently estimated requirements at the end of 1958 and at 
the end of 1959, as shown in the table below. 


The expected relationship between capacity and demands (ercluding Memphis) at the 
end of calendar years 1958 and 1959 


System capacity (kilo- Margin for unforesee- 
watts) Presently able developments 
estimated 
demands 
Nameplate Assured kilowatts Percent of 
rating load-earry- Kilowatts load 
ing ability | 


1958 10, 727,985 | 10,253,000 | 10, 000, 000 253, 000 2.5 
1959 11, 245, 485 | 10,793,000 | 10, 650, 000 143, 000 1.3 


The system capacity figures used above include anticipated installations at 
Army dams on the Cumberland River and at an aluminum company dam on the 
Little Tennessee River. These units have a combined nameplate rating of 
186,000 kilowatts. 

The power requirements could be greater in 1958 and 1959 if AEC should 
want to continue to operate at current production levels, which require more 
than 400,000 kilowatts in addition to the power provided for in the long-term 
contracts between AEC and TVA. AEC has been contracting for these addi- 
tional requirements for not longer than a year at a time. Furthermore, in 1958 
TVA will be called upon to provide power to the extent that installation of Mem- 
phis’ new generating capacity cannot be completed in time to fulfill its requirements. 

Since the most that the present program can accomplish is to provide a nominal 
margin of capacity in relation to 1959 loads, additional generating capacity will 
need to be installed at least in time to meet 1960 load growth. The proper timing 
of such installations will depend, among other things, on the rapidity of load 
developments (which might require additional power sooner than 1960), the time 
required for manufacture and installation of the capacity that would prove to be 
most desirable, and the availability of funds. It may prove desirable during the 
fiscal year 1958 to initiate construction of additional capacity if the issuance of 
revenue bonds for such purposes has been authorized by the Congress or if suffi- 
cient operating income can be forecast. 


Financing of the construction that is underway 


No use of appropriated funds is planned in the financing of the fourth John 
Sevier unit, Johnsonville units 7 to 10, or Gallatin units 3 and 4. Requests haye 


93523—57 21 
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been submitted to the Congress for legislation to permit issuance of revenue bonds 
to supplement current revenues to provide funds to finance generating capacity. 
When such legislation has been completed, it may be desirable to issue bonds to 
pay for part of the costs of these units. However, the only source of funds pres- 
ently being relied upon to pay for these units is the operating income to be received 
from current power sales. Estimates of revenue and expense indicate that the 
funds that will be available from power operations will be adequate to pay for 
these capacity additions. This determination takes into account the fact that 
payments into the Treasury in accordance with the 1948 appropriation act are 
presently well ahead of schedule. 

The estimated costs of the units included in this program are given in the 
table which follows: 





| John | Johnson- Gallatin | 
| Sevier ville | units3 | Total 
| unit 4 | units 7 and 4 | 
| to 10 
— —_——$—$—$ —— EE ee | aR — - = 
Direct expenditures: | 
WOO Sock 5 Bhs ccc seb ccsh deeesee | $1, 568, 271 $486, 393 | $14, 797 | 
1957 estimate_-___- eiece: eaiedaiaretbaaiaaa = | 17, 206, 000 | 8, 658, 000 4,803, 000 | 
1958 estimate ----2----------------| 8, 200,000 | 32, 897,000 | 28, 482,000 | 
Estimate to complete | 556, 729 | 40,068, 039 | 38, 763, 203 79, 387, 971 
Administrative and general expenses and income credits_| 469, 000 | 890, 568 | 937, 000 2, 296, 568 
Total estimate - - -- 3 _.-------------| 28,000,000 | 83,000,000 | 73,000,000 | 184,000, 000 


BASIS FOR ESTIMATES OF LOAD AND CAPACITY 


Estimates of power requirements 


The estimates of power requirements assume a continued expansion of the 
economy of the Nation and the region with a relatively high level of industrial 
production. 

Large and constantly growing amounts of power are used by the municipal and 
cooperative electric systems which distribute TVA power to the 5 million people 
in the area they serve. Forecasts of their power requirements are based on a 
number of independent studies of factors which affect power use. These include 
studies of the appliances used and their effect on consumption levels. The trend 
of growth and seasonal variations are projected from past experience. Existing 
and prospective requirements of commercial and industrial establishments served 
by the municipalities and cooperatives are likewise reviewed and projected. 

A second group of loads is the few large industrial loads served directly by 
TVA. Their requirements are forecast on the basis of information received directly 
from the consumers. 

The third group consists of the loads of the atomic energy plants and other 
Federal agencies operating in the area. The load figures for 1959 include for 
Federal agencies only the amounts under long-term contract, with no allowance 
for expansion and without the additional power AEC has been finding it desirable 
to use under short-term arrangements. Consequently, the estimates of power 
requirements of AEC are below current requirements by several hundred thousand 
kilowatts. 

Estimates of load-carrying ability 


Hydro and steam generating units are designed and manufactured to deliver 
their nameplate capacity under specified average operating conditions. Under 
favorable conditions the output can be increased above this design capacity. 
For the steam plants the full maximum capability is included in the so-called 
‘dependable’ capacity of the system. The dependable capacity of the hydro- 
plants is determined by taking into account the full capability of the units as 
limited by the effects of unfavorable water conditions. For example, hydro 
capacity is reduced by the drawdown of the tributary reservoirs. Substantial 
winter drawdown is required for flood control, so considerable reduction of capacity 
from this cause is always present during the high-load season. During and follow- 
ing conditions of extreme drought, this drawdown and the accompanying capacity 
reduction is even more severe. Reservoir drawdown from summertime maximum 
to wintertime minimum can result in a capacity reduction of 500,000 kilowatts 
or more. In addition to limitations in capacity caused by reservoir drawdown, 
high tailwater resulting from floods may reduce available hydro capacity by similar 
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amounts. The figure assumed by TVA to be the dependable capacity of the 
hydroplants at the time of the system peak demand does not refiect a compounding 
of these effects. In arriving at a reasonable value of dependable capacity, TVA 
assumes drawdown of the reservoirs to about 10 percent of the storage space 
above their normal minimum levels, with no concurrent high-water head loss at 
the main-river dams. While dependable capacity implies at least relatively 
adverse conditions, these assumptions are considerably less severe than the condi- 
tions that occasionally may be experienced; the most critical conditions are con- 
sidered as emergencies to be met with the reserve capacity. 

Operating reserves must be deducted from the assumed dependable capacity to 
cover the probable combination of the effects of removal of units from service for 
scheduled or emergency maintenance; failure of units to perform as expected; 
capacity required under instantaneous load changes to maintain system stability, 
regulate frequency, and control loading on tie-lines; the effects of abnormal 
temperature or other weather conditions; and the effects of occasional critical 
hydro conditions, as mentioned above. The assured load-carrying ability of the 
system, computed by deducting the necessary allowance for operating reserves, is 
the amount of load which can be supplied with reasonably reliable service under 
the circumstances that must be expected. As the system grows, TVA’s allowance 
for operating reserves, as a percentage of the total dependable capacity, is gradually 
being reduced to about 8 percent—a lower percentage than customary in the 
industry. 

The comparison of the projections of load and of load-carrying ability shows the 
extent to which a margin is provided. Estimates made several years in advance 
are, of course, subject to a margin of error, since they involve judgments on un- 
certain future events. The estimates of load could prove to be either too high or 
too low, and if presently unexpected loads develop, as is not unlikely, they will 
prove too low. Past estimating experience indicates that completion of facilities 
is often delayed by inability to obtain equipment on schedule and the fact that the 
facilities do not always operate initially as expected. If these factors should 
result in changing small margins into deficiencies, the result would be curtailment 
of services, which would carry with it the loss of revenues and the need to use high- 
cost purchased power. These expensive expedients could extend over a period of 
years depending upon how quickly the deficiency could be eliminated by addi- 
tional construction. Either or both of these results of power deficiencies are 
likely to be far more serious and costly than having a margin of reserve which is 
temporarily above minimum requirements. 

Past experience on the TVA system shows that an adequate margin of power 
supply may save in 1 year, by providing more economical sources of power, a 
sizeable fraction of the entire capital costs of the apparent surplus capacity. On 
the other hand, possible added costs of placing a generating unit in service a 
few months in advance of the time it is needed are insignificant in comparison 
to the potential savings which would be effected if unforeseen power requirements 
develop. 

Load and capacity forecasts provide the basis for judgment as to the desirable 
pace of new construction, and past experience, combined with an analysis of 
current trends and conditions, must furnish the basis for the forecasts. The 
load and capacity figures presented herein represent the best estimates of the 
TVA management, all factors considered. 


TRANSMISSION SYSTEM FACILITIES 


Transmission line and substation construction during fiscal year 1958 will 
provide facilities needed for supplying general load growth throughout the area. 
Under construction will be transmission line connections for delivering into the 
power network the output from the added generating units being installed at 
John Sevier, Gallatin, and Johnsonville steam plants and at Cheatham hydro plant. 
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This table shows obligations for transmission system facilities 


Appropriated funds: 


1956 actual 





| 1957 estimate | 


| 


1958 estimate 


- Direct: Primary transmission system facilities_........___ ee $67, 000 | . sai 
Engineering, design, and general expense. _______. ¥ 476, 237 | A RR 
Total appropriated funds. -......-.........-- eotnded % 140, 549 81, 000 


Corporate funds: 


Direct: 


Primary transmission sy stem facilities. -_. 
Subtransmission system f i 
Other additions and replacements of electric facilities 


facilities. .....- 


6, 154, 362 
3, 573, 506 | 
2, 187, 310 


| 


14, 036, 000 | 
6, 219, 000 | 
4, 042, 000 


$17, 062, 000 
7, 024, 000 
3, 550, 000 








Total direct _- 


Ta Sha ohh le wea eee 11, 915, 17) 8 24, 297, 000 27, 636, 000 

Engineering, design, ‘and general expense - Bik nicinalehe dake | 1, 375 5, 664 2, 103, 000 | 2, 164, 000 
Total corporate funds swacpiekeguudtie a he 290, 342 26, 400, 000 29, 800, 000 
Total transmission system facilities. _.............------ yi 431, 391 26, 481, 000 an 29, 800, 000 


Primary transmission system facilities to he under construction in fiscal year 


1958 total $17,062,000, of which $10,100,000 represents continuation of work 
started in fiscal year 1957 and earlier years. The remainder, $6,962,000, is 
required to projects to be started in fiscal year 1958. These facilities, which 
operate at 154,000 volts, are required for transmitting large quantities of power 
from generating plants to (1) the 66-kilovolt and 44-kilovolt subtransmission 
network which in turn supplies principally the loads of the municipalities and 
cooperatives; and (2) those directly served customers, including Federal agencies 
which purchase substantial amounts of power. The primary transmission system 
is also used for power transfers to and from neighboring utilities in connection 
with interchange and other transactions. The estimate for fiscal vear 1958 in- 
cludes beginning construction of connections for Johnsonville steam plant units 
9-10, Gallatin steam plant units 3-4, and Cheatham hydro plant. Work will 
be started on four new primary substations in western and south central Tennessee 
and in Mississippi, where load growth makes it 
power to the distribution network. Additional capacity will be installed at two 
other primary substations. Work started in fiscal year 1957 and continuing in 
fiscal year 1958 includes an added double circuit transmission connection to John 
Sevier steam plant, connections for Johnsonville steam plant units 7-8, beginning 
construction on a new primary substation in north-central ° 
vision for additional capacity to the Arnold Engineering D 
through the construction of a 154-kilovolt transmission line f 
Tenn. 

Direct construction expenditures of $7,024,000 will be required in fiscal year 1958 
to increase the capacity of subtransmission system facilities. 
$1,410,000 is required for continuing work started in fiscal year 1957 and earlier 
years. The remainder, $5,614,000, covers line and substation additions (to be 
started in fiscal year 1958) thri oughout the power service area where ot. have 
outgrown existing facilities. Of this amount, $2,416,000 is for 66-kilovolt and 
44-kilovolt lines and substations to provide new service points to distributors in 
areas now served by inadequate 13-kilovolt distribution lines, $2,761,000 is to 
provide capacity increases at existing 66-kilovolt and 44-kilovolt substations, and 
$437,000 is for major rehabilitation of subtransmission lines. 

Expenditures of $3,550,000 will be required for other additions and replace- 
ments of electric facilities. Of this amount, $1,100,000 covers replacement of line 

and substation facilities; $800,000 provides for installation of static capacitors and 
low voltage switches; $650,000 is for additions and improvements to the communi- 
cation system; and $1 million is for shop, laboratory, and warehouse facilities. 


necessary to supply additional 


rennessee, and pro- 
evelopme nt Ce nter 


rom Murfreesboro, 


Of this amount, 
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ADDITIONS AND IMPROVEMENTS AT EXISTING FACILITIES 


This table shows obligations for additions and improvements at existing facilities 


| | 
1956 actual | 1957 estimate 1958 estimate 


| 
Appropriated funds (multipurpose facilities) : | 
} 


1. Construction cleanup work P : sien $163, 789 | $103, 000 $60, 000 

2. Site improvements and public-use facilities.__- z | 351, 878 | 339, 000 320. 000 

3. Construction for malaria control : on | 30, 882 | 

4. Access roads to cain sites scheduled for sale ; | 30, 640 52, 000 52, 000 

5. Miscellaneous plant and equipment__. on 21,071 32, 000 18, 000 

onmetbieeeepkeda tit emai Senet: 2 
‘Total appropriated funds : = 598, 260 | 526, 000 | 450, 000 
Corporate funds (single-purpose facilities) : SM | = = ‘ " 

6. Construction cleanup work.___- ‘ vet ; | 510 095 752, 000 39, 000 

7. Additions and improvements at generating stations 274, 864 1, 300, 000 1, 180, 000 
Total corporate funds be 784, 959 2, 052. 000 1, 219, 000 

| 


1. Construction cleanup work, $60,000 (appropriated funds) 


The 1958 estimate of $60,000 for construction cleanup work ineludes $15,000 
for final land surveys, land acquisition records, technical and legal services in 
connection with uncompleted land acquisition cases, and allowances for court 
awards for land acquisition cases in process of condemnation; $44,000 for perma- 
nent land marking and record plats; and $1,000 for final record drawings for the 
Boone project. 

2, Site improvements and public-use facilities, $320,000 

TVA projects are open to the publie and are points of interest for a great number 
of visitors. For example, during fiseal year 1956 there were over 8,650,000 visitors 
to TVA multipurpose dams. There were more than 1,600,000 visitors at Ken- 
tucky Dam; 1,304,000 at Fontana; 1,130,000 at Norris; 1,043,000 at Chickamauga; 
and numbers ranging from 564,000 to 62,000 at other projects. Such large as- 
semblies of people require parking space, proper sanitation facilities, and other 
service installations. TVA provides only minimum facilities necessary to meet 
reasonable standards of public safety and convenience. During World War II, 
public service facilities planned for dam reservations were deferred to conserve 
materials and manpower. This caused no problem at the time because access 
to TVA facilities was restricted. It did, however, leave a backlog of uncompleted 
items which became necessary when those facilities could again be made available 
to the public. Proper facilities for control of public use of dam reservations are 
necessary to keep grounds maintenance costs within reasonable bounds. 

Completion of this work has been planned so that all essential major items of 
this nature now foreseen will be finished by 1960. This will require from $200,000 
to $300,000 a vear until that time. 

The 1958 estimate of $320,000 includes $247,000 for completion items on multi- 
purpose dam reservations; $30,000 for resurfacing a portion of the access road on 
Watts Bar reservation on which the State of Tennessee will discontinue main- 
tenance when a new bridge now under construction across Watts Bar Dam is 
completed; $40,000 for rehabilitation of treated water supply facilities at Gunters- 
ville Dam; and $3,000 for replacing the roof over the spring at the Douglas Dam 
treated water plant. The estimate of $247,000 for completion items includes 
$75,000 for a property maintenance building and concession building on the 
Guntersville reservation: $54,000 for a property maintenance and public safety 
service headquarters building at Fontana; $104,000 for a public safety service 
headquarters and visitors’ building and parking areas at Douglas; and $14,000 
for design work on future site improvements at Pickwick, Watts Bar, and Fort 
Loudoun Dams. 


3. Construction for malaria control 


No funds are requested for this activity for 1958. 


4. Access roads to cabin sites scheduled for sale, $52,000 


The 1958 estimate includes $52,000 for constructing about 5.6 miles of low-cost 
access roads to cabin site areas on 4 reservoirs. Construction of these roads 
will permit sale of surplus properties in isolated areas at prices sufficiently en- 
hanced to exceed the cost of building the roads. 
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§. Miscellaneous plant and equipment, $18,000 


The 1958 estimate of $18,000 covers a number of miscellaneous minor additions 
and retirements at completed facilities, such as boats, motors, and other portable 
malaria-control equipment; and mowers, rakes, and small tools for maintenance 
of dam reservations. 


6. Construction cleanup work, $39,000 (corporate funds) 


The 1958 estimate of $39,000 for construction cleanup work financed from 
corporate funds (power proceeds) covers cleanup of design work, minor construc- 
tion costs, final technical reports on recently installed hydrogenerating units and 
steam plants, work on land records for single-purpsse power projects, and purchase 
of reservation maintenance tools and minor items of equipment for use at single- 
purpose power projects. 


%. Additions and improvements at generating stations, $1,180,000 (corporate funds) 


| 
1956 actual | 1957 estimate | 1958 estimate 


Direct: 
Additions and improvements at generating stations $1, 160, 000 $1, 050, 000 
Engineering, design, and general expense senna 140, 000 130, 000 


Total , 300, 000 1, 180, 000 





Expenditures of $375,000 will be required in fiseal year 1958 for completion 


of work started in prior years to provide for remote control of the turbines at 
Wilson, Guntersville, and Chickamauga hydro plants and for added relaying and 
protective equipment at Nolichucky hydro plant and some of the other older 
plants. To reduce extended outages resulting from equipment failures, $50,000 in 
special reserve spare parts will be added to the stocks maintained at the generating 
plants. Replacement of a large number of relatively small items of equipment 
worn out in service or rendered inoperative because of damage and minor additions 
and improvements to generating plants is estimated to require $625,000 in fiscal 
year 1958. 
NAVIGATION FACILITIES 


Plans for proposed navigation facilities have been developed in cooperation 
with representatives of the Corps of Engineers, Department of the Army. The 
1958 estimate is $15,556,000. 


Obligations for navigation facilities 








1957 estimate | 1958 estimate 
aaa " Ae ea cists decile tae nal Jen inkocae 
> 2 , om ~~. > © | *. «4 
1. New navigation lock, Wilson Dam___.------ aie ar aaa $724, 175 $7, 150, 000 $15, 344, 000 
2. Navigation channel improvements: | 
Upstream mooring cells, Wheeler_- lil 106, 633 | | = = 
Channel widening downstream from Wheeler lock | 1, 487 | 7, 000 | 187, 000 
Engineering reports and drawings J , : . | | 8, 000 | 4, 000 
Total navigation channel improvements..-- 108, 120 | 15, 000 191, 000 
3. Other navigational facilities: | 
Raise and extend lower guide wall, Wheeler set 41, 270 = 
Emergency dam storage facilities at 6 locks 14, 186 | 21, 000 | ‘ 
Voice amplifying facilities at locks 3, 777 
Upstream mooring facilities, Wilson ; | 16, 000 Seta 
Improvements to Harriman coal terminal ; 3, 005 | 39, 000 | 15, 000 
Raise lower guide wall at Guntersville lock (design) 6, 000 
Reclassification of prior years’ costs to other categories —3, 031 ! 
Total other navigation facilities odious ae 59, 207 76, 000 | 21, 000 
Total navigation facilities ae sinseneconasenl 891, 502 | 7, 241, 000 | 15, 556, 000 
| 





1. Construction of a new navigation lock, Wilson Dam, $15,344,000 

The 1958 estimate includes $15,344,000 for continuing construction of a new 
lock at Wilson Dam started in fiscal year 1957. The new lock will have a single 
lift with 110-foot by 600-foot chamber and a dredged canal from the lower lock 
entrance to the head of Pickwick Reservoir, bypassing lock and dam No. 1. 





| 
| 


7S | 
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Construction of the new lock will require construction of a new highway bridge 
to clear the lock, replacing part of an existing highway across Wilson Dam. 
The plan provides for replacing the present lock and dam No. 1 by a new lock 
chamber immediately downstream from the existing locks at Wilson Dam. The 
existing locks at Wilson Dam will be kept in operating condition as an auxiliary 
for emergency standby service. The total cost of the project is estimated at 
$35 million. Completion of this lock will eliminate a severe restriction to devel- 
opment of river traffic now imposed by inadequate locking capacity at Wilson 
Dam. The new lock is scheduled to be in service in August 1959 and is to be 


completed by December 1960, together with all related channel improvements 
and cleanup work. 


2. Navigation channel improvements, $191,000 


The 1958 estimate includes $187,000 for widening the navigation channel for 
a distance of about 2 miles immediately downstream from Wheeler lock from its 
present width of 300 feet to a width of 500 feet. Large tows now using this 
channel must navigate at an angle when cross winds exist in order to avoid being 
driven ashore. The present channel is too narrow to permit safe passing of 
opposite bound tows when strong cross winds are blowing. An increase of 200 
feet in the width of the channel will remedy this hazardous condition. 

The 1958 estimate also includes $4,000 for completing engineering drawings of 
navigation channel improvements. 


3. Other navigation facilities, $21,000 


Additional facilities are being provided at the Harriman coal terminal to handle 
economically the increased volume of coal expected to move through the terminal. 
The additional facilities will be completed in fiscal vear 1957 except for about 
1,300 feet of railroad track for additional storage capacity for loaded cars. The 
1958 estimate includes $15,000 for construction of this additional track. 

The 1958 estimate includes $6,000 for design work on increasing the height of the 
Guntersville lower guide wall, planned for construction in fiscal year 1959. 


FLOOD CONTROL FACILITIES 


Flood control facilities proposed will require an estimated expenditure of 
$468,000 in 1958. This sum is to complete the purchase of scattered Jand and land 
rights (670 acres) in the Norris Reservoir up to elevation 1,044 feet. The acquisi- 
tion of these lands is necessary to assure that the flood storage capacity can be 
utilized to the full extent for downstream flood protection, one of the primary 
purposes for which the Norris project was built. The lands under consideration 
are a small part of the total reservoir land area below this elevation (approxi- 
mately 45,000 acres). Ability to fill Norris Reservoir to elevation 1,044, with 
operation in accordance with the rule curve that has been developed, would result 
in the most effective use of the reservoir in the event of the maximum probable 
flood. In view of this, about 18,000 acres of the land which TVA holds above 
elevation, 1,044 has been determined to be surplus and may now be sold. 

The amount estimated for 1958 following expenditures of $44,650 in 1956 for 
surveying and mapping and $306,000 in 1957 for about two-fifths of the total 
acquisition program will enable TVA to carry out appraisal and acquisition of the 
affected land and rights at a total estimated cost of $1,074,000, including appli- 
cable administrative and general expenses. The 18,000 acres of surplus land now 
owned above the 1,044 elevation and which now may be sold has an estimated 
present-day gross sales value of about $630,000. 


INVESTIGATIONS FOR FUTURE FACILITIES 


The planning and scheduling of additional navigation, flood control, power, 
and multipurpose facilities requires extensive preliminary engineering work. 
Potential sites are investigated in order to make selections among alternative 
sites for needed future installations. Drilling and other field explorations are 
necessary to determine foundation conditions and to compare the relative engi- 
neering feasibility of different locations. Preliminary design studies of sufficient 
scope are made to compare probable operating characteristics and costs. 

Investigations of dam and reservoir facilities, major navigation improvements, 
and flood-control facilities are financed from appropriations, and investigations of 
additional generating units at existing dams and new steam plants are financed 
from corporate funds (power proceeds). This plan of financing permits the 
scheduling of power investigations to be tied more closely to requirements of 
the overall power system. 
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The 1958 estimate of appropriated fund requirements is $122,000. Investiga- 
tions are under way and in various stages of completion on several potential dam 
sites on tributaries of the Tennessee River. If these investigations show promise 
of economic feasibility, planning reports will be prepared. These reports provide 
the basis for recommendation for construction at such time as system development 
makes such action desirable. 

The 1958 estimate of corporate fund requirements is $209,000. Investigations 
are in progress and will need to be continued on facilities necessary to meet future 
power loads. Such facilities include additional units at existing hydro and steam 
plants as well as new power-producing plants. 


CHEMICAL FACILITIES 


As directed by the Tennessee Valley Authority Act of 1933, as amended, the 
TVA maintains and operates chemical laboratories and production facilities at 
Wilson Dam, Ala., providing a national research and development center for 
new and improved fertilizers and munitions. Their use in fertilizer research and 
development is described on pages 64 through 81. These facilities are also used 
to supply defense materials and services to Department of Defense agencies and 
are immediately available for extensive defense production in periods of national 
emergency. During World War II and the Korean action they were so used. 

The total estimate for chemical facilities for 1958 is $1,286,000. This estimate 
covers the plant additions and improvements described in the following sections. 


This table shows obligations for chemical facilities 


1956 actual | 1957 estimate | 1958 estimate 


1. Phosphate lands and rights: 


Appropriated funds $305, 000 $340, 000 
Corporate funds___- $290, 775 | 
2. Phosphate facilities 193, 200 192, 000 100, 000 
3. Nitrogen facilities 294, 741 94, 000 50, 000 
. Combination fertilizer facilities___ 14, 439 622, 000 551, 000 
5. Equipment modifications to demonstrate new fertilizer 
processes. 12, 407 200, 000 100, 000 
6. Emergency plant replacements 
Appropriated funds | 328, 000 300, 000 
Corporate funds 200, 370 ; 
7. General] chemieal facilitic oi ‘ - 209, 329 — 140, 000 155, 000 
Total: 
Appropriated funds__ . _ a : 307, 458 1, 601, 000 1, 286, 000 
Corporate funds___- = . . 491, 145 
Grand total __ SE 798, 603 1, 601, 000 1, 286, 000 


1. Phosphate lands and rights, $340,000 

The phosphatic raw material used in TVA’s experimental fertilizer and muni- 
tions production is obtained from the Tennessee and Florida phosphate fields. 
Tennessee brown phosphate deposits are limited in extent and are usually of too 
low grade to be used alone in electric furnaces. If the material is washed to 
provide a higher grade, a loss of about 30 percent of phosphate occurs. However, 
the life of the Tennessee reserves can be materially extended and the rock eco- 
nomically utilized for electric-furnace charge if it is blended with higher grade 
phosphate such as Florida hard-rock phosphate. TVA needs a moderate reserve 
in Florida to assure a source of supply of the grade of phosphate needed for 
blending. __ 

The 1958 estimate of $340,000 provides for the continuation of prospecting for 
phosphate deposits in both Tennessee and Florida and for the purchase of reserves 
in the Florida hard-rock field. Minimum purchases will continue in Tennessee 
to consolidate present holdings. 


2. Phosphate facilities, $100,000 


The 1958 estimate of $100,000 for phosphate facilities is for technological 
improvements to complete developments under way and to improve operating 
economy and efficiency and product quality. Emphasis will be placed on im- 
provements to reduce the cost of phosphorus, a basic fertilizer and munitions 
material. Further development of facllities to provide’ an economical means of 
disposing of byproduct slag from the phosphorus furnaces is needed. Investiga- 
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tions are under way to determine methods of reducing the amount of phosphorus 
now lost in phosphorus condenser discharge gases. Better contact between the 
fine phosphate and hot P.O; is nedeed in the calcium metaphosphate unit to 
improve the quality of this product. Continuing studies of plant operations are 
made to discover other opportunities for improvements and economies. Not all 
of them can be identified very far in advance, but funds must be provided for 
improvements in order to take advantage of the ultimate savings they offer. 

8. Nitrogen facilities, $50,000 


An estimate of $50,000 is included in the 1958 budget program for technological 
improvements in nitrogen facilities. While it is not possible at this time to identify 
all improvements that may be made as a result of continuing studies of plant opera- 
tions, two projects are planned to reduce the cost of manufacturing ammonia, a 
basic product. In the manufacture of ammonia using natural gas as a raw ma- 
terial, the purification of the synthesis gas requires a number of scrubbing opera- 
tions. During the removal of carbon dioxide, some hydrogen is lost. Recovery 
of this hydrogen will effect a saving in raw material and will improve the process. 
Further technological improvement to the process is possible through the recov- 
ery of carbon monoxide and hydrogen now being lost in the final purification step. 
This will further improve the operating efficiency of ammonia production. It is 
expected that these and similar technological improvements, not all of which can 
be identified very far in advance, will be made in 1958. It is expected that savings 
resulting from these improvements will equal the investment in a short time. 


4. Combination fertilizer facilities, $551,000 


The 1958 estimate of $551,000 is for completing facilities started in 1957 to 
demonstrate the production of a high-analysis fertilizer from an overburden ma- 
terial now wasted in the Florida phosphate fields. In mining commercial-grade 
pebble phosphate, a leached zone low-grade aluminum phosphate ore is discarded 
in large quantities. Fourteen million tons of it is discarded each year. It con- 
tains some uranium and about 1,500,000 tons of P2O;. The P.O; content of this 
ore is estimated to equal half of the P.O; in the Florida phosphate used or sold 
sach year. Utilization of this ore would serve to reduce the cost of mining phos- 
phate and would extend the life of the Florida phosphate reserves by nearly 
one-half. The fertilizer process developed by TVA will also make possible the 
recovery of uranium. Although this project does not involve a demonstration unit 
for uranium recovery, it is anticipated that AEC may ultimately be interested in 
demonstrating the recovery of uranium through the TVA process. It was at the 
request of AEC that the process was perfected. 

As the phosphate in the leached zone ore is essentially aluminum phosphate 
instead of calcium phosphate as in ores normally used by the fertilizer industry, 
fertilizer manufacturers will not be in a position to utilize the leached zone ore 
until experimental production and field demonstration of the fertilizer made 
from it are completed. The TVA demonstration unit will have a capacity of 
25,000 tons a vear. Because of its small size and the use of some existing equip- 
ment and facilities, the plant can be built for $1,219,000. Technical information 
obtained from plant operations and from fertilizer tests will be made available to 
the fertilizer industry. 


5. Equipment modifications to demonstrate new fertilizer processes, $100,000 

All of TVA’s fertilizer facilities are devoted to research, development, and 
demonstration of new processes and products. If a part of the plant can be modi- 
fied to demonstrate a new process, it is so altered. Raw materials or intermediate 
products formerly used in the manufacture of an established fertilizer compound 
where feasible are used in the manufacture of another. This makes it possible to 
achieve considerable flexibility in administering research and demonstration 
projects, to provide facilities for demonstrating some new processes without costly 
construction, and to change products without increasing basie plant capacity. 

For example, TVA is now evaluating a possible modification of a part of its 
phosphate facilities to develop further a process for producing granular two- or 
three-component fertilizers based on calcium metaphosphate. The equipment 
used by most producers of granular fertilizers can be adapted to produce a wide 
range of fertilizer grades by the TVA process. The fertilizers differ from com- 
mercial fertilizers now available and therefore there is need to establish their 
agronomic values, test consumer reaction, and create a market. 

Other high-analysis, multicomponent fertilizer processes are in various stages 
of development by TVA. The one most advanced is a process for the production 
of an ammonium phosphate-nitrate fertilizer of high analysis and good physical 
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properties. Another attractive process which may be ready for development in 
1958 involves the production of fused potassium-calcium phosphate. The ma- 
terial contains 72 percent plant food and is slowly soluble. 


6. Emergency Plant Replacements, $300,000 


An estimate of $300,000 is included for emergency plant replacements in 1958. 
This is necessary to assure continuity of operations and is for the replacement of 
worn-out, obsolete, or inadequate equipment and for installation of facilities to 
protect the health and safety of employees. These requirements cannot be anti- 
cipated item by item, but must be provided for in an activity of the scope of the 
TVA fertilizer and munitions program. Examples of replacements which may be 
required on an emergency basis are electric furnace shell, crucible, transformer, 
precipitator, catalyst basket, nitric acid absorption towers, and railroad facilities. 


7. General chemical facilities, —$155,000 


The 1958 estimate includes $145,000 for work tools and equipment, preliminary 
investigations and design studies, and miscellaneous improvements to general 
chemical facilities. A credit of $300,000 is taken here for depreciation! on 
general chemical plant and shop facilities. 


GENERAL FACILITIES 


General facilities include such items as office furniture and equipment, trans- 
portation facilities, plant additions and improvements on general-use reservations, 
and construction equipment not assigned to specific projects. These facilities 
are used in all TVA activities. 


Obligations for general facilities 
1956 actual | 1957 estimate | 1958 estimate 








1. General construction equipment and inventories - _- -| $214, 501 | $75, 000 | $78, 000 
2. Office facilities and equipment p35 Le 5, 664 | —98, 000 —95, 000 
3. Transportation facilities and equipment...___- . dep ul —266, 958 | —179, 000 | —194, 000 
4. Other general facilities and equipment ' ; ‘ | 23, 211 | 95, 864 | 182, 000 


eae ci ded tgneebebal — 23, 582 


mee de — 106, 136 —29, 000 


1. General construction equipment and inventories, $78,000 

This category reflects changes in inventories maintained for general construction 
purposes; changes in the net investment in a pool of trucks, tractors, dirt-moving 
equipment, and other machinery which is charged originally to major construction 
projects and is shifted from project to project with changing construction needs; 
and plant and equipment held for future construction use. 

The estimate for 1958 includes (1) $20,000 for purchase of new construction 
equipment for general use; (2, $11,000 for increased inventories resulting from 
transfers of miscellaneous construction materials from completed construction 
projects to general inventory accounts for future use, with offsetting credits in 
accounts for construction of various projects; and (3) $47,000 for equipment 
transfers from con.pleted construction projects to accounts for equipment held 
for future use, with offsetting credits in accounts for construction of various 
projects. 





1 Note—In the interest of economy and efficiency, TVA general facilities and equipment are “‘pooled’’ 
and made available to programs and projects on a rental basis. The rental rates include appropriate pro- 
vision for depreciation; therefore, budget requirements for each program and project include charges for 
depreciation. Since depreciation is a type of expense not requiring current outlay of funds, the total of the 
depreciation charges is offset to avoid overstatement of fund requirements. The $300,000 credit budgeted 
here offsets total charges included in program and project estimates as depreciation on chemical general 
facilities. 
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2. Office facilities and equipment, — $95,000 
This table shows obligations for office facilities and equipment 


| 1956 actual 1957 eatimate | 1958 estimate 














| 
Ce SIS os. soon cekccent Loe eee $113, 093 | $100, 000 $100, 000 
BN CI since aici cicenien sieisaltnencinsinhietaaadce haere ainatNieatlasth 18, 335 18, 000 18, 000 
IDO ARE B50 CEIGG SONG. <5 oc cceicitiacacasihseededuunmase 25, 965 20, 000 25, 000 
Old post office buildings, Chattanooga and Knoxville...._.._- TO RA chincthoehtadhdentcedibbine 
pT a ee ee ee eed Se ee 427 4, 000 7, 000 
SOEs 5 os nnccinkdahidich nhubvudinetakhnapbeedanitte kiddo 232, 820 142, 000 150, 000 
Less depreciation ! on facilities and equipment in service_-_-_-- — 227, 156 — 240, 000 — 245, 000 
FOO. sdidick a. nhobkn vids edekddbibian cho bbli die caeee 5, 664 —98, 000 —95, 000 


1 See note on p. 330. 


The estimate of $100,000 for office equipment provides for replacing worn-out 
or obsolete equipment such as typewriters, adding machines, bookkeeping ma- 
chines, and calculators; and for minor additional new items of equipment. The 
estimate takes fully into consideration furniture and equipment released from 
completed construction projects. 

The estimate of $18,000 for building equipment covers miscellaneous building 
equipment additions and replacements such as stokers and boilers, air-conditioning 
equipment, and fire-protection devices. 

An estimated $25,000 will be required for equipment such as reproduction ma- 
chines, stapling machines, motors, ventilating fans, portable heaters, shelving, 
ete., much of which is for replacement purposes. The estimate of $7,000 for 
miscellaneous facilities covers miscellaneous replacements and minor additions to 
the telephone system at Wilson Dam. 


8. Transportation facilities and equipment, —$194,000 


Obligations for transportation facilities and equipment 


1956 actual | 1957 estimate 1958 estimate 


| | 
Passenger sedans ini catihniantiteta sliced $261, 438 | $284, 000 


| 
| 


a ire ode S's f $270, 000 
Trucks and heavy mobile equipment--................----.--- 243, 550 278, 000 | 287, 000 
Aircraft ee cae a aac eenerenn--|-nee eros -----]------- 4 5, 000 
Shop and special service equipment Vid dekbutkentebasseeecet 14, 007 | 59, 000 | 54, 000 

Subtotal Lg nhanavancesinccnea terete 518, 995 | 621, 000 | 616, 000 
Less depreciation ! on facilities and equipment in service ___..-| —785, 953 | —800, 000 —810, 000 

Eh Otlickeadseeen eran and chante de aeeoanee : — 266, 958 — 179, 000 — 194, 000 


1 See note on p. 330. 


The estimate of $270,000 for passenger sedans provides for the purchase of 
200 vehicles as replacement for an equal number which will have reached an 
age or mileage accumulation where it is more economical to replace them than to 
make major repairs or complete the rehabilitation needed in order to extend 
their service life. All of the 200 vehicles to be retired will be within the Govern- 
ment vehicle retirement standards. 

The estimate of $287,000 for trucks and heavy mobile equipment covers the 
purchase for general use in operations, maintenance, and construction activities 
of 90 light trucks, 12 medium trucks, 12 heavy trucks, 7 construction machines, 
and 5 heavy trailers to replace equipment scheduled to be retired. 

The estimate of $54,000 for shop and special service equipment provides $4,500 
for miscellaneous equipment items needed in transportation shops such as lathes, 
grinders, drill presses, and alinement machines; and $49,500 to cover the cost of 
installing special equipment on trucks and other vehicles. 

4. Other general facilities and equipment, $182,000 

The 1958 estimate of $182,000 for other general facilities and equipment 
includes $138,000 for reconstruction of about 3,000 feet of highway and recon- 
struction of a highway bridge on the Wilson reservation; $42,000 for a property 
maintenance center at Murphy, N. C., to serve the Hiwassee projects; and 
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$72,000 for minor improvements on the Wilson reservation, engineering equip- 
ment, and general plant and equipment items required for program activities 
and administrative services, less a credit of $70,000 for depreciation ? on facilities 
in service. 


STATUS AND EFFECT OF BOND LEGISLATION 


Mr. Cannon. First, with regard to the seven power units for which 
corporate funds are programed in 1958, you say that the method of 
financing will be reviewed if bond legislation is enacted. What is the 
status of this legislation? 

Dr. Party. The Senate Public Works Committee has completed its 
hearings and reported out a bill. The House Committee on Public 
Works has held hearings. I do not know whether they have completed 
them. 

Mr. Cannon. It is ready now to go to the floor of the Senate? 

Dr. Paty. That is right. 

Mr. Cannon. The report has not yet been completed in the House? 

Dr. Paty. So I understand. 

Mr. Wacner. That is right. The House has recessed its hearings. 

Mr. Cannon. They would probably wait on the Senate. 

If part or all of your 1958 requirement comes from bond issue 
revenues, would you increase your payment to the Treasury in 1958? 

Mr. Waaner. Mr. Wessenauer, our Manager of Power, could 
answer that question best for you. It would depend upon the amount 
of revenues available and the demands on them. 

Mr. Cannon. Mr. Wessenauer, will you tell us about that? 

Mr. WessENAUER. It would depend a bit upon the timing 

Mr. Cannon. | might ask you to begin, is it your intention and 
your plan to provide your requirements for 1958 from bond issue 
revenue? 

Mr. Wessenavuer. Yes, Mr. Chairman. The budget estimate 
with respect to power facilities is based upon the assumption that the 
Congress will have enacted legislation enabling the TVA to finance its 
future requirements by the issuance of revenue bonds. 

Mr. Cannon. And you will increase vour payments to the Treasury 
in the coming fiscal year correspondingly? 

Mr. Wessenavurr. The bill as reported from the Senate committee 
to the floor of the Senate contemplates a payment to the Treasury 
ach year which represents a return on the investment of appropriated 
funds in power facilities. That return would be based upon a calcula- 
tion which would apply to that investment a percentage which 1s 
equal to the average cost of money on the marketable obligations 
of the United States. If that bill is enacted into law, TVA would be 
required to pay approximately 3 percent, which I assume is what the 
present average cost of money will prove to be on about $1,200 million 
of appropriation investment, or a payment during the fiscal year 1958 
in the neighborhood of $36 million. 

2? NoTte.—In the interest of economy and efficiency, TVA general facilities and equipment are pooled 
and made available to programs and projects on a rental basis. The rental rates include appropriate pro- 
vision for depreciation; therefore budget requirements for each program and project include charge; for 
depreciation. Since depreciation is a type of expense not requiring current outlay of funds the total of the 
depreciation charges must be deducted to avoid overstatement of fund requirements. The credits esti- 
mated for fiscal year 1958 of $245,000 for office facilities and equipment, $810,900 for transportation facilities 


and equipment, and $70,000 for other general facilities and equipment offset total charges included in pro- 
gram and project estimates as depreciation on TVA pooled general facilities. 
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Mr. Cannon. And when the plan is eventually completed. there 
will be no charge upon the public Treasury here. None of this money 
would come from the taxpayers of the Nation? 

Mr. Wessenavuer. Phat payment requirement would assume that 
all the money invested through appropriations in the TVA system had 
been borrowed rather than raised through taxes. The return paid 
from the power system would be equal to the average interest which 
the Federal Government is paying on all of its borrowings, so the 
Treasury would receive a full return on the appropriation investment 
from the revenues received from the sale of power. 

Mr. Cannon. That is the plan contemplated? 

Mr. Wissenaver. That is right, sir. 


ADDITIONAL POWER UNIT PROJECTED 


Mr. Cannon. Now the budget contemplates a supplemental 
request for authorization to sell $30 million of bonds to finance 
another unit to be started in 1958 if needed. Do you feel that the 
financing of this unit could be delayed until the next fiscal year? 

Mr. WessenavER. No, sir; I do not. I believe we will need to 
start more than that unit in order to have adequate amounts of power 
to meet the requirements which we forecast for the winter of 1960. 

Mr. Cannon. You need that unit to firm up the power? 

Mr. WessenAverR. We will need that unit and more to assure an 
adequate supply. 

Mr. Cannon. Would you reduce your planned repayment to the 
Treasury to finance it in 1958 if the bond issue legislation fails? 

Mr. WressenAvER. I do not know that we have contemplated 
that that eventuality will come about. 

Mr. Cannon. You think that is a remote possibility? 

Mr. WeEssENAUER. I hope it is remote, sir. In the event it is not, 
I assume that the TVA Board will have to examine the situation as 
of that particular time, that is, assuming Congress adjourns without 
taking some final action on this legislation. The TVA Board would 
then have to assess the situation and proceed as of that time in the 
light of the then known facts. 

Mr. Cannon. In the event the legislation fails which now seems 
improbable, what would be the minimum amount of funds required 
for this one essential unit? 

Mr. Wessenaver. I would like to mention, Mr. Chairman, that 
based upon latest study, the load estimates would indicate, however, 
that probably more than one unit would need to be started. The 
minimum amount of money required for the fiscal year 1958 would 
perhaps not be more than $10 million. 

Mr. Cannon. These seven units that we have been discussing are to 
be financed out of revenues, I understand. 

Mr. WessENAUER. We have now under construction seven units 
which were started last year. 

Mr. Cannon. And this would be the eighth unit, then? 

Mr. WessEeNAvER. Yes. 


WILSON LOCK 


Mr. Cannon. What is the status of the construction work on the 
new lock at Wilson Dam? 
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Mr. WaGner. The new lock at Wilson Dam is progressing on 
schedule, Mr. Chairman. As Dr. Paty indicated, construction was 
started last year as soon as funds for construction were appropriated, 
and it is planned to have this lock in operation in August of 1959. 
Following its opening to traffic there will be some cleanup work to do 
and some alterations to the existing lock which will remain in service 
as a standby. The entire job will be completed by December 1960. 

The amount required for construction this year is about $15,300,000, 
and that amount is essential to maintain an economical and efficient 
construction schedule. 

This lock is already rather badly overtaxed. Its practical capacity 
is about 2.4 million tons a year, and we had that amount of traffic 
through it this past year. 

Mr. Cannon. How long has it been in service? 

Mr. Waaner. Since about 1925. Some of the walls are cracked 
rather badly. It has deteriorated considerably besides being out- 
moded as to size and efficiency of operation. In many instances 
tows are delayed from 36 to 48 hours waiting for other barges to get 
through. There are in fact some barges now regularly used on inland 
rivers that cannot get through the lock. The chamber is too small 
to accommodate them. 

Mr. Cannon. This lock has given you more than a quarter of a 
century of heavy service? 

Mr. Waener. Yes, it has, and it will continue to serve as a standby 
in the event the new lock should need to be taken out of service for 
repairs or alterations, or if there should be damage to it by a tow. 

The Tennessee River last year, incidentally, carried about 12 million 
tons of traffic which is far more than even we in TVA anticipated. it 
would carry at this stage of development. The increase was about 
20 percent over the year before, making it the fastest growing traffic 
on any river in the inland waterway system. 

Mr. Cannon. That has been consistent growth in traffic and it can 
be expected to increase in the future? 

Mr. Waaner. Yes. We do not see an end to it yet. 

Mr. Cannon. Up to this point it has handled that traffic very 
satisfactorily? 

Mr. Waaner. It has handled it, Mr. Chairman, but there have been 
very substantial delays because of the old lock and we think this 
improvement needs to be completed as promptly as possible to avoid 
a real tangle in traffic at that point. 


PHOSPHATE LANDS 


Mr. Cannon. Well, in the research and development of fertilizer— 
one of the prime indispensable needs of our day and time if we are to 
see this rapidly increasing population all over our country—you are 
programing $340,000 for phosphate lands and rights in Tennessee and 
Florida. Is that land being bought, or are you merely getting an 
easement on it, or an option? 

Mr. Wacner. Most of this land is in Florida and it would be bought 
in fee. Of course, what we are interested in is not the land, but the 
ore which lies in it. The purpose of getting that ore is to insure 
ourselves a continuous and economical supply of high-grade ore which 
is available in Florida but which is running out in Tennessee, so that 
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we can produce fertilizer—and in time of war, munitions—in this 
plant at Muscle Shoals. 

After the land has been mined it would be sold again. We do not 
propose to own the land indefinitely. 

Mr. Cannon. It would still have some value after you had extracted 
the phosphate? 

Mr. Waaner. Yes, sir. I understand that the land we have ac- 
quired produces tax revenues to the State of Florida of only about 
$500 a year. So the land is low-value land and its primary value is 
in the ore which lies under it. 

Mr. Cannon. You have to have the phosphate in order to supple- 
ment the other elements in the fertilizer? 

Mr. Wacner. That is right, and as I indicated, this particular 
ore in Florida is a high-grade ore. High-grade ore from Tennessee 
has been used, but as time goes on the quality is getting lower and 
lower. In the past we have washed it to improve its quality, but 
much of it cannot be economically upgraded by this method. We 
can improve the low-grade Tennessee ore by adding a high-grade 
ore to upgrade the electric furnace charge. That is the purpose of 
using the Florida rock. 

Mr. Cannon. How many acres of land have you purchased up to 
this time? 

Mr. Waaner. In Florida we have purchased about 1,450 acres of 
phosphate land plus about 850 acres of nonphosphate land for waste 
disposal, Mr. Chairman. We also have had about 600 acres trans- 
ferred to us by the Department of the Interior. 

Mr. Cannon. That is 2,200 acres. 

Mr. Waaner. About 2,300 acres purchased. 

Mr. Cannon. That would not cover the entire extent of these phos- 
phate deposits? 

Mr. Waener. No, sir. That is just a small part of the total. 

Mr. Cannon. What is the extent of the phosphate deposits in 
Florida? 

Mr. Youna. I don’t have the figures on the acreage of the Florida 
reserve, however, it has been estimated that about 5 billion tons of 
phosphate rock may be in the Florida fields. There are really two 
deposits in Florida. One is the pebble field in the southern part of 
Florida, which is now being used commercially and being prospected 
and mined by phosphate companies. In the northern part of Florida 
is what they call the hard-rock field. It has not been used extensively. 
That is the field in which we are now prospecting and trying to obtain 
a reserve. 

Mr. Cannon. Are they exhaustible? 

Mr. Youna. Oh, ves. 

Mr. Cannon. They are exhaustible? 

Mr. Youna. Yes. 

Mr. Cannon. Eventually they will run out? 

Mr. Youna. That is right. 

Mr. Cannon. But you “think not for many years? 

Mr. Youna. No, sir; not for many years. 

Mr. Cannon. By that time we will develop some substitute, or we 
will have found evidence of other deposits? 

Mr. Younae,. That is right. 


Mr. Taner. What do you mean by “many years’’? 
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Mr. Youna. That would of course depend upon the rate of con- 
sumption in the hard-rock field where we have been working. We 
have now located about a 12-years’ supply of hard rock. We are 
continuing to prospect for additional rock. What we would like to 
obtain in this northern field is a 25-years’ supply. 

Mr. Taser. Is that for a supply for experimental use, or a supply 
for the routine production of fertilizer? 

Mr. Youna. For experimental and educational use in connection 
with our operations at Muscle Shoals. As Mr. Wagner said, we have 
some reserves in Tennessee, and depending upon the nature of these 
reserves you can sometimes wash them and improve the quality and 
at other times you cannot. A lot of our reserves in Tennessee are of 
lower grade than we need for charging into our electric furnaces, so 
our plan i is to obtain, if we can, a reserve in northern Florida of hard 
rock which we will bring to the Shoals and upgrade the lower grade 


deposits we have in Tennessee so as to make a satisfactory « 


charge for 
our electric furnaces. 


BENEFITS FROM FERTILIZER RESEARCH 


Mr. Cannon. Are the results of your experiments patented and 
are they made available to all commercial prodt cers of fertilizer? 

Mr. Waener. Mr. Chairman, the results of our research, our 
processes and inventions are patented, but they are made available 
on a royalty-free basis to anyone who is interested in using them. 
As a matter of fact, there has been very wide use of those inventions. 
One device that has been developed is a continuous amonniator, This 
makes it possible for a small fertilizer manufacturer to produce very 
economically a multiple-component fertilizer, a granular fertilizer. 
About 100 licenses have been issued for the manufacture and use 
of that equipment. 

There are other processes which TVA has developed which are 
also widely used in industry. As Dr. Paty mentioned, in the month 
of June some 400 representatives of the fertilizer industry, fertilizer 
users, and chemical plants came to Muscle Shoals to look at the 
experimental work we were doing. They observed our pilot plants 
and their operation and gathered information useful to them in the 
operation of their own plants. 

Mr. Cannon. Well, taking it as a whole, the results of the research 
in fertilizer at TVA which have been highly beneficial up to this 
time, and will perhaps be more so in the future, are available to 
commercial industry of the country and benefit industry as well as 
the farmer and the consumer in the city? 

Mr. Waaner. Yes; that is true. For example, when TVA started 
to make concentrated superphosphate the industry was producing 
commercially only about 70,000 tons of it per year. Now, as the 
result of the introduction of this maternal, and TVA’s educational 
programs concerning its use, commercial production has increased to 
about one and a half million tons per year. The same is true of some 
other materials. 

Mr. Cannon. The result also then is the smaller producer will be 
protected against a monopoly that might absorb all the smaller plants? 

(Discussion off the record.) 

Mr. Cannon. It does give the smaller man a chance to produce, 
and in that way keep the price reasonable to the consumer? 
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Mr. WaGner. Many of the processes that we have developed are 
useful. and adaptable in small plants; yes, sir, that is true. 


LEACHED ZONE FERTILIZER 


You indicated an interest in the conservation angle, Mr. Chairman. 
One of the items in the 1958 budget is $551,000 to complete the con- 
struction of what we have called our leached zone fertilizer plant. 
The Congress appropriated funds last vear to begin construction of 
that facilitv. It will use a material which overlies the phosphate ore 
in the Florida fields. 

This material overlying the good ore is being thrown away because 
it is not concentrated enough to be usable by any presently used 
process. ‘TVA has developed a process and is building a small demon- 
stration plant to make a useful concentrated fertilizer out of this 
material which is now being wasted. There are some 14 million tons 
of it being thrown away each year in Florida, and it is gone, once 
it is stripped off. 

Mr. Cannon, This makes it available? 

Mr. Wagcner. This is a process which would permit using much of 
the leached zone material and would therefore substantially extend 
the life of the phosphate deposits in Florida. We think it is a sound 
conservation move. 

The process also makes it possible to recover uranium from this 
leached zone ore. We will not recover uranium in the plant that we 
are building, but the process permits it if this source of uranium 
should ever be required. 

This plant will be a demonstration-scale plant. It will produce 
enough of the material to introduce it to farmers, and to demonstrate 
to industry the feasibility of the process. We hope that others would 
then adopt it and this, too, would become a commonly accepted and 
widely used fertilizer. 

Mr. Cannon. Mr. Rabaut? 

Mr. Rasaut. I have no questions. 

Mr. Cannon. Mr. Evins? We are limiting our inquiry now to the 
section on the acquisition of assets. 

Mr. Evins. No questions, Mr. Chairman. 

Mr. Cannon. Mr. Boland? 


AVAILABILITY OF PHOSPHATE FIELDS 


Mr. Bouanp. Are the phosphate fields available only in Tennessee 
and Florida, or are there phosphate fields in other areas of the United 
States? 

Mr. Wacnzer. Mr. Boland, the most extensive deposits of phosphate 
are in the West, centered in the State of Idaho. Those phosphate 
reserves have not yet been extensively used but development is now 
beginning. One of the purposes of TVA’s work has been to demon- 
strate the feasibility of the electric-furnace process for making good 
fertilizers from phosphate ores, because that process would be par- 
ticularly usable in developing these far western reserves. 

About 60 percent of the total reserves are in the Far West; about 
38 percent in Florida, and about 2 percent in Tennessee. 


93523—57 
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Mr. Bouanp. It is cheaper for you to work the fields of Florida, 
then? It is cheaper to acquire the property in Florida and to get the 
material to the plant, I suppose? 

Mr. Wacner. The distance involved is the factor, Mr. Boland. 
The Florida fields are-much nearer and there are better transportation 
facilities available to us. 

Mr. Bouanp. That is all. Thank you. 

Mr. Cannon. Mr. Jensen? 

Mr. Jensen. Off the record, Mr. Chairman. 

(Discussion off the record.) 


TOTAL APPROPRIATIONS 


Mr. Jensen. Mr. Paty, how much money has Congress appro- 
priated for TVA for all the activities of TVA up to June 30, 1957? 

Dr. Pary. About $1,910 million, Mr. Jensen. 

Mr. Jensen. What part of that is for power facilities and producing 
and transmission facilities? 

Mr. WessenAveERr. | have that figure, I believe. You said through 
June 30, 1957, Mr. Jensen? 

Mr. Jensen. That is right. 

Mr. WessenaveEr. That is approximately $1 billion 366 million of 
appropriated funds put into the power program. 

Mr. JensEN. How much are you requesting for power in the 1958 
budget? 

Mr. WessenAveEr. In the 1958 budget, I believe, of the total funds, 
about $1,700,000 is to be used to finish work prevously started with 
appropriated funds. It is $1,784,000. 

Mr. JENSEN. That leaves how much for other facilities—flood 
control and navigation? 

Mr. Wacner. You are talking just about acquisition of assets or 
the total budget? 

Mr. JENSEN. I am talking about the total budget. 

Mr. Wacner. The total appropriation budget is $27.5 million, and 
deducting the $1.8 million for power facilities leaves $25.7 million for 
other purposes. 

Mr. JENSEN. Then the total which the Congress has appropriated 
of $1,910 million, and your request for 1958 of $27 million would 
total $1,973 million, in round figures? 

Mr. Waaner. Mr. Jensen, the $1,910 million figure includes a part 
of the current appropriation which has been appropriated in previous 
years and will be used in the current year. The new appropriation 
this year is $14.8 million. That should be added to the $1,910 million. 

Mr. Jensen. What is that? 

Mr. WaGner. $14.8 million. It would make $1,924.8 million. 

Mr. Jensen. You have how much carryover—$12,681,000? 

Mr. Waener. That is right. 

Mr. Jensen. Actually, we should only add $14,782,000. 

Mr. Waaner. $14,782,000. 

Mr. Jensen. Yes, $14,782,000. That makes a grand total which 
Congress will appropriate, if the Congress appropriates the full 
amount you are requesting for 1958, of $1,924,782,000; is that right? 

Mr. Waaner. Just to get the figures right in the record, Mr. 
Jensen, I picked that $1,910 million rather hurriedly here, and we have 
just taken another look at the figure. The figure you are looking for— 





' 
' 
} 
} 
| 
j 
' 





337 


the total appropriation to TVA, assuming the 1958 request of $14.8 
million is approved is $1,945, 906 581. 

Mr. JENSEN. $1,945 million? 

Mr. Wacner. That is right; $1,945,906,581. 

Mr. JENSEN. $1,945,906,581? 

Mr. WaGNneER. Yes, sir. 

Mr. Jensen. That figure would be right if the Congress appropriates 
the full amount which you are requesting for 1958; is that right? 

Mr. WaGner. Yes, sir. 

REPAYMENTS 


Mr. JensEN. How much money have you paid back into the United 
States Treasury up to June 1, 1957? 

Mr. Van Mot. $240 million from power proceeds, and 

Mr. JENSEN. $240 million from power proceeds? 

Mr. Van Mot. Yes, sir; and about $37.8 million from nonpower 
proceeds. 

Mr. Jensen. And from nonpower proceeds? 

Mr. Van Mot. $37.8 million. 

Mr. JENSEN. $37.8 million? 

Mr. Van Mot. Yes, sir. 

Mr. JENSEN. That makes a grand total of $277.8 million. That is 
as of June 30, 1957? 

Mr. Van Mot. Yes, sir; $277.8 million. 

Mr. JensEN. How much do you propose to pay back in fiscal year 
1958? 

Mr. Van Mot. The 1958 budget calls for $10 million from power 
proceeds. 

Mr. Jensen. How much? 

Mr. Van Mot. $10 million. 

Mr. Jensen. That is what? 

Mr. Van Mot. Power proceeds. And in addition to that, $2.5 
million from nonpower proceeds. 

Mr. JenseN. From what source does that nonpower money come? 

Mr. Van Mot. Primarily from the sale of fertilizers; also, from the 
sale of lands and sale of retired plant that we no longer need. 

Mr. Jensen. And the sale of plants? 

Mr. Van Mot. Plant; equipment. 

Mr. Jensen. What is the nature of that equipment that you sell? 

Mr. Van Mot. Construction equipment is sold when it is worn 
out or we no longer need it. The $2.5 million from nonpower proceeds 
would include sale of construction and other equipment no longer 
needed. 





Prorit or Loss on ALL Fertinuizer Activities To DatEe 


Mr. Jensen. What has been your profit or loss on all your fertilizer 
activities to date? 

Mr. Waaner. Mr. Jensen, we do not have that figure readily 
available from the beginning of the plant operation. I wonder about 
your calling it profit or loss, however. The operation of that plant is 
not a commercial venture. The purpose is research, demonstration, 
and education 
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Mr. Jensen. | realize that. 

Mr. Waaner. It is true that in the past few years the income from 
rtilizer has more than covered the operating cost of the plant. 

Mr. Jensen. The last few years? 

Mr. Waener. I say the last few years because that is all the figures 
that I have before me, and, of course, as you perhaps will recall, in 
the early days some fertilizer that was produced w as distributed free 
while we now make a charge for the fertilizer that is distributed. 

Mr. Jensen. I know that TVA led the way, to some degree at 
least, in the commercial fertilizer field, and I think it has been money 
well spent. There have been some times when I thought that you 
were giving too much fertilizer away in your test farm program. 
You will remember, I brought that out many years ago, when we 
heard the appropriations matters and TVA came under the super- 
vision of our committee. At that time you had many test farms; | 
thought many more than was necessary. 

What is the situation now? How many test farms do vou have in 
Tennessee Valley where you either give fertilizer or sell it at a reduced 
rate, and what is the picture now as to the number of test farms vou 
have outside the Tennessee Valley? What is your program? How 
do you handle it? What is the charge? 

Mr. Cannon. We will take that up when we go into operations. 

Mr. Jensen. I thought that was part of your financial setup. 

Mr. Cannon. This is acquisition. 

Mr. JENSEN. | thought that was pretty much in that field. I have 
been trying to hold it to that, Mr. Chairman, as best I can. 

Mr. Cannon. The gentleman will proceed. 

Mr. Waener. The fertilizer that we produce is distributed in three 
different ways: A very small quantity goes into what you might call 
pure research—to experiment stations in colleges where it is tried out 
in small test plots and that sort of thing. That is not a significant 
amount—only a little over 100 tons last year. 

A somewhat larger amount goes into the test demonstration pro- 
gram, to which you referred. In this program, farmers who are 
selected by their neighbors and their county agent agree to operate 
their farms according to the recommendations of the county agent. 
They also serve as demonstrations to their neighbors, showing what 
can be done if the most advanced methods of management and fer- 
tilizer use are adopted. 

To those farmers, TVA fertilizers are sold at reduced prices, which 
average about 50 percent of the distributor demonstration price of 
fertilizer. ‘These farmers also buy considerable added amounts of 
fertilizers from others. On the average, only about a fourth to a 
third of the fertilizer that they use is TVA fertilizer at a saving of 15 
to 20 percent on their total fertilizer bill. The rest of it they buy 
from other sources and pay the full price. 

As to the number of those farms, in 1958 it is proposed that there 
would be about 3,600 of them. Of those farms, 2,400 would be in 
the Tennessee Valley States. 

Mr. Jensen. How many? 

Mr. Waener. In 1958 about 2,405 in the valley States and 1,200 
in nonvalley States. 

Mr. Jensen. Tell us for the record what States. 
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Mr. Waener. The valley consists of parts of the States of Ken- 
tucky, Tennessee, Mississippi, Alabama, Georgia, Virginia, and 
North Carolina. 

Mr. Jensen. Well, does it not encompass all of the State of Ten- 
nessee? 

Mr. Waaner. No, sir. 

Mr. Jensen. Not quite? 

Mr. Wacner. Part of the State of Tennessee lies in the Cumberland 
River watershed, and a part is drained directly by the Mississippi 
River. 

Mr. Jensen. All right. If you will, furnish for the record a list 
of the number of test farms you have in each State. 

Mr. Waaner. Yes, sir. We can supply that for the record. 

(The matter referred to follows:) 


Number of test demonstration farms by States, June 30, 1956 


Number Number 

State: of farms | State—Con. of farms 
Alabama_ 321 Kansas___-_- 21 
Georgia 190 Missouri_ - - 12 
Kentucky _ - 190 Nebraska____. 32 
Mississippi _ _ - 151 Ohio__.- 78 
North Carolina. —__ 344 Oregon__- 3 
Tennessee - 1, 057 South Carolina ____ i 60 
Virginia 195 South Dakota____- : 39 
Colorado 21 Utah_. __- 70 
Illinois 30 Washington_ ___ ; 53 
Indiana _ 54 —_—— 
Iowa 17 Total_ 2, 938 


COMPETITION WITH PRIVATE INDUSTRY 


Mr. Jensen. Can private industry today compete with Tennessee 
Valley prices on these fertilizers, except for that fertilizer that you 
sell for a reduced price to your test farms? 

Mr. Wacner. I am not sure that I know what you mean by 
‘compete.”’ 

Mr. Jensen. Can private industry sell it for the same price as 
TVA sells it and still have a little profit? 

Mr. Waaner. I mentioned the reduction in price that we make in 
the test demonstration program, which is a special, intensive program, 
and involves the use of less than 5 percent of our fertilizer. 

The majority of the fertilizer is distributed to farms in some 35 
States in what we call our distributor demonstration program. In 
those instances, in keeping with the idea that this is an educational 
program, the fertilizer is confined to uses which are not generally 
adopted on farms. If it goes to fertilizer manufacturers, they are 
required to use it in the manufacture of mixed fertilizers of higher 
concentration than they are otherwise making. A more concentrated 
fertilizer saves the farmer money in his cost of plant nutrients by 
reducing his freight bill. This is the type of restriction placed on 
manufacturers who get TVA fertilizer for this use. 

In addition the distributors are required to conduct educational 
programs with the farmers. These are not as intensive as in the test 
demonstration program, of course, but the investigations that we 
have made indicate that the TVA distributors are doing a better job 
of putting out educational materials, of encouraging the farmers to 
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establish check strips, and to apply fertilizer on the basis of soil tests, 
rather than on the basis of the experience of their neighbors. 

This educational program which the distributors carry out costs 
them some money. Often it takes some persuasion to get a farmer 
to apply fertilizer in a new way. For that reason we do set the price 
a few dollars a ton below the commercial market. That is a necessary 
incentive to keep the educational program moving, and we think the 
facts demonstrate that a new and expanded market for commercial 
material has resulted. TVA produces only about 2 percent of the 
fertilizer tonnage produced in the country. 

Mr. Jensen. That leads me to read a paragraph in a memo which 
I have which says: 

For 1955-56, TV A’s ammonium nitrate production was 26,000 tons less than its 
production budget estimate of 165,000 tons. It appears that the TVA was forced 
to reduce production and cut prices in order to sell an inferior product in a highly 
competitive market. See exhibit E for specific information. We quote in evidence 
from a TVA news release dated July 25, 1956. 


This is the purported news report: 

As an incentive to participate in these educational activities, TVA said that 
farmers in general can now expect the delivered cost of ammonium nitrate to be 
about $5 to $6.50 below commercial ammonium nitrate. 

Obviously, such price reduction has no relationship to TVA’s demonstration 
program. 

Do you have any comment on that? 

Mr. Evins. Will the gentleman yield at this point? 

Mr. JENSEN. Yes. 

Mr. Evins. The gentleman quoted in part from a TVA press 
release. Will you advise the committee the source of the other infor- 
mation? 

Mr. Jensen. I do not know, to be honest with you. This was laid 
on my desk right here. 

Mr. Evins. By whom? 

Mr. Jensen. Does anybody know where this came from? 

Mr. Evins. I think the committee ought to have the benefit of the 
source of information which he is quoting. You also refer to certain 
exhibits. 

Mr. JENSEN. This memo was laid here on my desk. Now, then, I 
am simply asking them if they care to comment on it. I see nothing 
wrong with that. 

Mr. Evins. The gentleman does not know or does not care to tell 
the source of the material from which the information is quoted? 

Mr. Jensen. [I do not. It is a memo that was handed to me or 
laid on my desk. 

Mr. Evins. Handed to you by whom? 

Mr. Jensen. I do not even know that. I saw it laying here on 
my desk. 

Mr. Wacner. To answer one question that was raised—— 

Mr. Jensen. I do not see anything wrong with it. 

Mr. Evins. You are talking about exhibits, apparently attacking 
the TVA and quoting propaganda, the source of which you say you 
do not know. 1 submit Mr. Chairman this is a most unusual pro- 
cedure. 

Mr. Jensen. What difference does it make? I am simply saying 
this memo was laid on my desk and I am asking the TVA authorities 
if they care to comment on it. 
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Mr. Cannon. The witness will answer. 

Mr. Wacner. The first question which you raised referred to the 
reduction in amount of ammonium nitrate planned to be distributed 
in 1 year and the amount actually distributed. I think that illustrates 
the point I made earlier, that we make every effort to confine the use 
of this material to educational programs, and we distribute only as 
much as we can satisfy ourselves is going into bona fide educational 
programs. 

Now, the second question that you raised was about the reduction 
in price. This refers to the distributor-demonstration program which 
I mentioned a few minutes ago. The use of the fertilizer is confined 
to those uses which are not yet accepted by farmers generally, or to 
conservation uses. 

For example, about 60 percent of TVA’s ammonium nitrate goes 
into fertilizing pasture, sod crops, close-growing crops and similar 
conservation uses, whereas of the commercial nitrogen that is used in 
the country, only about 15 percent goes for that purpose. 

We think that such promotion of conservation is a worthwhile 
program and it is one which requires some inducement before a farmer 
will undertake it. 

That the sale of our ammonium nitrate at this reduced price has 
not injured but, I think, has benefited the ammonium nitrate industry 
is demonstrated by the fact that in 1943, when we first introduced 
ammonium nitrate as a fertilizer, only about 18,000 tons of it were 
being produced of which TVA produced 70 percent. We built our 
production up to a maximum of nearly 200,000 tons a year in 1947; 
our production since has declined, and in the coming fiscal year we 
are proposing to cut back to 125,000 tons. The commercial producers 
are now making and selling well over a million tons a vear. They 
have built a dozen new plants, and there are more still building. 

Mr. Jensen. May I say this? During the past year at least | have 
had no complaint, or no complaint has come to my attention, from 
private businessmen who handle these fertilizers. 

Of course, as I am sure you gentlemen well know, I have always, 
like most everybody else, been anxious to see that private taxpay ing 
industry has a fair break with Government-owned business, and | 
think that it is only right and proper that the Congress does see to it 
that private taxpaying industry does have at least a fair break with 
nontaxpaving Federal-owned industry. That is my only purpose. 

I am not complaining about the TVA fertilizer program except 
where it appears that it might not be treating private taxpaying 
industry fairly. That is my only interest in it. 

Mr. Waaner. We believe, Mr. Jensen, that by confining the use of 
our fertilizer to educational programs, we are helping not only to im- 
prove and increase the efficiency of farming, but also in that process 
we are making new opportunities for the fertilizer industry to expand 
and operate more profitably. 

Mr. Jensen. You have never heard Ben Jensen oppose any program 
that would help in conserving our priceless topsoil. In fact, I have 
been very active in that field from every standpoint, not only 
the method that the farmers used and they use now in contouring, 
terracing, and all other activities, but also in the commercial fertilizer 
field. 

It must not be forgotten, however, that Hugh Bennett was the 
fellow who really led the way in conserving our soil and, of course, 
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there are many, many different kinds of soil, and in order to get vege- 
tation growing on the soil we must have the different kinds of fertiliz- 
ers in order to grow the crops, the legumes and everything else, that 
will keep the land not only fertile and productive, but also keep it 


from washing away, so it must all work together, both the fertilizer 
and the soil conservation activities. 


LOCAL FLOOD CONTROL PROJECTS 


Mr. Jensen. You talked about local contribution to the TVA 
activities. 

By “‘local contribution,” do you mean dollarwise or effortwise? 

Mr. Wacner. Are you referring to the fertilizer activities still? 

Mr. JensEN. No; to your entire TVA activities. I think it was 
Mr. Paty who mentioned that. 

Mr. Wacner. [| think Dr. Paty mentioned it, and he was referring 
to local flood-control questions. 

In that instance—this problem is a fairly complex one, Mr. Jensen. 
It may take me a few minutes to talk about it. Would you like to do 
taat at this point? 

Mr. JENSEN. Well, since this colloquy is supposed to be limited to 
the financial picture of TVA, I think it would be well to know just to 
what degree the local people in the TVA area are contributing to this 
program dollarwise. 

Mr. Wacner. There is nothing in acquisition of assets dealing 
with the local flood-control program. However, the point I want to 
discuss is the flood problem which may exist in a small community— 
and there are many of them in the United States, and there are still 
some in the Tennessee Valley, as Dr. Paty said—which either is not 
fully protected by our system of reservoirs, or which lies above the 
reservoir system, so that there are no protective works for it. 

There are problems of that kind, and the standard procedure 
nationwide for such a community, is to ask the Federal Government 
to make a study of the flood problem, with the ultimate objective of 
constructing dams and reservoirs to protect it, or constructing dikes 
or other local protective works—channel clearing and that sort of 
thing. 

It takes time to get such a study authorized and then it takes time 
to get it made. In most cases, for the communities that we have 
investigated in the Tennessee Valley, and I think it is true nation- 
wide, you find that the benefits to ‘be achieved in these small com- 
munities are not large enough to justify the expenditures needed for 
engineering works to protect them. So the project is not constructed 
but may be reinvestigated in the future. 

Sometimes Federal money is ultimately spent for construction, but 
more often it goes along for years, and you just cannot ever justify a 
construction project. 

What we are doing in cases of this kind is to work with the State of 
Tennessee and with other States in the valley. We have from them 
a list of some 80 communities which still have flood problems of one 
kind or another. In the course of operating our dams and reservoirs 
for navigation and flood control and power production, we collect a 
great deal of information about rainfall and stream flow. Thus, 
more easily than anyone else could, we can put together information 
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about the flood problems, let us say, in Lewisburg, Tenn., which 
happens to be a community for which we have made a study. 

We can give them information as to the elevations reached by 
floods through the period of record, and how high they might expect 
them to go in the future. That information can be transferred to 
maps, showing them the areas which might be flooded. Then we give 
that report to the community itself, and tell them, ‘this is your 
problem. Your planning commission and the State planning com- 
mission will help you. Your city engineer, your business leaders can 
size this problem up and you can decide whether or not you want to 
do anything about it, or what action is justified and we will give you 
some help. But primarily it is your problem.’ 

Again, I might take the case at Lewisburg, Tenn., to show you how 
that has worked. 

We were asked in the summer of 1954 to make a study for Lewis- 
burg. While it was in process, a couple of subdivisions were planned 
in this town. They extended into the bottomlands of Big Rock 
Creek, which flows through the town. We had gone far enough in 
our study so that we knew there was a good possibility that these 
subdivisions might be flooded. They were going to be financed with 
assistance from the Veterans’ Administration and the Federal Housing 
Administration and application for loans had been made. 

On this map of Lewisburg, Tenn., this blue line which I am indicat- 
ing is Big Rock Creek flowing through it; these blue dots are houses. 
You can see the streets laid out. One of these subdivisions was in 
this area right here. Another subdivision was in this area here [in- 
dicating]}. 

When we looked into the flood situation, we found that the area 
which has been shaded blue on this map had been flooded in the 
past—I think 1939 was the last big flood—or might be flooded in the 
future. In the light of that information, the loans were not approved. 
The housing developments were shifted. 

This subdivision was moved farther back onto the hill. The white 
land is higher ground. This one was partly abandoned and partly 
moved up onto higher ground. Our report was made in November of 
1954. In March of 1955 a flood occurred which would have put 
about 4 or 5 feet of water in all those houses which had originally been 
planned. 

But they had not been built, and the investment had not been made, 
as a result of this investigation. That illustrates another of the pur- 
poses of these local flood-control studies. 

Mr. Jisnsen. Let me ask you at this point—I think you have 
explained that sufficiently to get a picture of the whole situation—that 
flood problem is purely a loc -al problem. 

Mr. Waaner. Yes, sir. 

Mr. Jensen. After this study has been made and the city of Lewis- 
burg acquiesces in your program, and the project would be estab- 
lished and construction done on this project to alleviate the flood 
problem, who would pay the bill, in a few words? 

Mr. Wacner. That is the point of this program, Mr. Jensen 

Mr. Jensen. Would the local people pay the bill, or would TVA 
add that to their flood control budget estimate and ask Congress to 
appropriate the money? 

Mr. Wacner. In this case, as in many others, probably no con- 
struction could be economically justified. The solution lies in zoning 
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regulations and similar controls to prevent construction in the flood 
plain. 


Mr. Jensen. If it was economically justified, who would pay the 
bill? 

Mr. Waaner. We have not found one like that. I do not know 
what the answer would be. 


Mr. Jensen. Have you paid for a flood control project out of TVA 
funds such as this? 


Mr. Waaner. No, sir. We have not built any local flood control 
projects. 

Mr. Jensen. You have not? 

Mr. Waaner. No, sir. If one were found where TVA felt that 
our participation in construction was justified, we would so recom- 
mend to the Congress. But the point is that as things have been 
done in the past, this community lacking information about possible 
flood heights would have built these houses. They would then have 
been fiooded, and as further development would take place a project 
could perhaps eventually be justified and the Federal Government 
would be asked to build it. 

Instead, Lewisburg adopted a zoning ordinance saying that new 
construction shall not be permitted in this flood-hazard area, but 
rather, they will use it for parking lots, used-car lots, parks, recrea- 
tion areas of one kind or another. Part of the business section here 
has been subject to flood, and this city, with the assistance of the 
State planning commission, has prepared a plan which involves the 
redevelopment of this business area as the years go by so that instead 
of continuing to concentrate values in these floodable areas, the y are 
going to develop their business section in another direction and 
on higher ground. 

The point is that you get flood control, not by letting values develop 
first and then spending money to protect them, but by guiding the 
community’s development so that high value construction and inten- 
sive development take place outside the areas subject to flooding. 

Mr. Jensen. I am glad to get your answer to that, and I will tell 
you why I asked it, primarily: Because for I do not know how many 
years—I presume ever since the Army engineers were established— 
the Federal Government has built flood- control projects in many areas 
for many cities and communities, paying in many instances the total 
cost of that flood-control project. 

In some instances the Federal Government has paid all of it, without 
one dime of local contribution, and this committee is looking into that 
pretty deeply right now. In fact, we put language in the public- 
works omens to the effect that this committee would look with disfavor, 
or we would at least take a look at projects where the local people 
paid no part of a flood-control project, or a river and harbor improve- 
ment. 

For that reason I wanted to know if the Tennessee Valley Authority 
had any money in this bill, or in past bills, for flood-control projects 
which were purely local, and I am glad to have your answer. 

That is all, Mr. Chairman. 


REPAYMENTS 


Mr. Cannon. I was called out during Mr. Jensen’s interrogation 
this morning and I merely wanted to ask one question in connection 
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with that subject. I will ask the stenographer to place this at the 
end of Mr. Jensen’s testimony. 

In view of the fact that in the act of 1948 passed by the 80th Con- 
gress, the Congress established a minimum of the amount that the 
corporation should pay on its obligations to the United States Govern- 
ment. I merely wanted to ask if that minimum has been observed, 
if that statute has been observed and if that minimum has been paid 
regularly when due? 

Mr. Wessenaver. Mr. Chairman, it has. The minimum, through 
fiscal year 1957, would have required a total payment of $33 million. 
The actual payments through 1957 have: totaled $216,500,000. It is 
considerably above the minimum. 

In addition, prior to the 1948 appropriation act, we paid another 
$23.6 million, so the total payments from the power program, in re- 
tirement of bonds and into the Treasury, totaled $240.1 million. 

Mr. Cannon. The table that you gave us is schedule C (1) on page 
132 of the justifications and that shows a total payment for the period 
of $226,500,000. This table does not show the entire amount paid 
then? 

Mr. WessEeNAvER. NO, sir; except as a footnote. It gives the pay- 
ments made year by year since the passage of that amendment of the 
TVA Act. 

Mr. Cannon. Whereas under the act of 1948, you are required to 
make a minimum payment in 1958 of $35,174,850—and a maximum 
of $183,611,559—as a matter of fact, you made a payment of $226,- 
500,000 plus the other payments, which would bring it up to how 
much? 

Mr. Wessenaver. Which figures? 

Mr. Cannon. The figures you just gave us. 

Mr. WessenAveER. There are a few points I would like to make on 
that, Mr. Chairman. The figures you were reading are for the end 
of fiscal year 1958. That is the vear we have just started, so the last 
payment has not yet been made. Our payments through the end 
of—— 

Mr. Cannon. They are included? 

Mr. WesseNnAvuEr. Yes. 

Mr. Cannon. The figures I have given are the ones that will apply 
to the end of 1958? 

Mr. Wessenaver. That is right, sir, under the present law. 

Mr. Cannon. For the figures in 1957, you have paid more than the 
minimum and more than the maximum? 

Mr. Wessenaver. The table shows, first, that we have paid more 
than the minimum, which is $33 million, which is shown cumulatively 
in the second column of figures. The middle column of figures shows 
what the payments would be if we paid on the average of one-fortieth 
of the investment each year. That would have brought a total of $148 
million. Our actual payments are $216,500,000. 

Mr. Cannon. You have then more than compiled in every respect 
with the act of 1948 and payments due to the Government by the 
corporation have been made regularly and in full? 

Mr. WEssENAUER. Yes. 

Mr. Rapavt. Mr. Taber? 
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FERTILIZER RESEARCH 


Mr. Taser. Referring to this research item on phosphate, what 
other governmental agencies conduct that sort of research? 

Mr. WaGner. The primary research by the Federal Government on 
fertilizer processes is done by TVA at Muscle Shoals. This is regarded 
as a national laboratory and it is where the major job is done. Our 
work is coordinated with the Department of Agriculture. 

Mr. Taper. Do they not operate quite a considerable costly setup 
in connection with that sort of thing? 

Mr. Waener. Not the same kind of program that we do, Mr. 
Taber. 

Mr. Taper. What is the difference? 

Mr. WaGner. Mr. Walthall, who directs our chemical research 
program, is here. I think he might answer that. 

Mr. Taser. What is the difference between what they do and what 
you do? That is what I am trying to find out. 

Mr. WatrHa.t. If you are referring to research on development of 
new processes, the Department of Agric ‘ulture primarily devotes its 
efforts to small-scale laboratory research. 

TVA is the only place in the country where there are facilities for 
carrying the small-scale research through a good-sized pilot-plant 
operation, and then further, to a demonstration-scale plant. 

As an example of how our program ties in with what the Depart- 
ment of Agriculture is doing, on various occasions we have carried out 
joint projects with the Department of Agriculture in which they did 
the small-scale work and in which they asked us to do the pilot-plant 
and subsequent work because they did not have the staff or facilities 
for carrying on these latter types of activities. 

Mr. Taser. What sort of research is conducted by private parties 
in connection with this? 

Mr. WatrHaut. It varies quite widely. Up until recent vears 
there was not. very much research carried on on processes. There 
has been a revolution in the fentdinet industry in the last 10 or 15 
vears so that the industry now is carrying on a larger amount of 
research on processes, particularly the very large industrial concerns. 

There are, however, a large number of fertilizer producers which 
do not come in the category of the larger concerns such as Allied 
Chemical & Dye, Monsanto, and Spencer—people who have neither 
the staff nor the funds to carry on research on fertilizer processes. 

[It has been pointed out to us by representatives of the industry 
that a great segment of the industry does not have the resources to 
carry on this kind of work. 

Mr. Tanger. Do you mean Monsanto does not? 

Mr. WatTHALL. Monsanto is one of the large companies that is 
able to carry on research. 

Mr. Waener. The difference, Mr. Taber, is that the results of our 
research are available to the whole industry, and many of the proc- 
esses that we have developed are useful to small fertiiizer producers 
who can get in the business and can help to make better and cheaper 
fertilizers for use on the farms, where otherwise they could not, 
because they would not have the resources to do this research. 

Mr. Taser. Is the industry scattered through the country as a 
whole, or is it located in one spot? It is centered in one spot? 
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Mr. Waaner. lt is as scattered as any industry, I think, Mr. 
Taber. 

Mr. Taser. Are they not able to find the ingredients that they 
have to have in different parts of the country? 

Mr. Wacner. It would vary from one product to another... Nor- 
mally, the producers of phosphate try to locate near a supply of 
phosphate rock, or where economical transportationis available, but 
nitrogen producers are not so closely bound. Mr. Walthall may want 
to elaborate on that. 

Mr. Taper. Nitrogen is not such a large part of the fertilizer 
generally as far as volume and weight goes, is it? 

Mr. Waener. There is a very conside rable tonnage of nitrogen 
moved; yes, sir. 

Mr. Taner. In fertilizer? 

Mr. WaGNER. Yes, sir. 

Mr. Taser. What percentage? 

Mr. Watrna.t. I cannot answer right off what percentage it is. 
We can supply that figure if you care for it. 

Mr. Wacner. Just to give you a rough idea, Mr. Taber, concen- 
trated superphosphate is being produced at the rate of about 1% mil- 
lion tons a year now. There is something over a million tons of am- 
monium nitrate being produced, and there are other forms of nitrogen 
fertilizer being used, so that it is a major element in the fertilizer 
business. 

(The following was later supplied :) 

According to data from Agricultural Research Service, USDA, on the estimated 
-ontent of primary plant nutrients in all fertilizers consumed in the United States 
and Territories in fiscal years 1955 and 1956, the nitrogen (N) tonnage comprised 
32 percent, phosphorus (available P205) 37 percent, and potash (K20) 31 percent 
of the 6 million tons of total plant nutrients in each year. 

Mr. Taser. I understood that you were taking over a part of the 
source of supply in Florida that exists now. Is that nitrate, or is that 
phosphate? 

Mr. Wacner. That is phosphate. 

Mr. Taser. That is all 1 have at the present time. 

Mr. Ranaut. Dr. Fenton? 

Mr. Fenron. Yes, sir. 


THE TVA AREA COMPARED TO OTHER AREAS 


Dr. Paty, vou mentioned that the purpose of the TVA basic act 
was to bring that area which was behind the average in economics 
up to the average. Is that not so? 

Dr. Pary. Generally, to improve the economic situation of the area. 
I do not know that there was any set objective to bring it up to the 
national average, Doctor, but it was limping behind the rest of the 
country economically. 

Mr. FENTON. How does it compare now with the rest of the 
country? 

Dr. Pary. About 60 percent of the national average per capita 
income. 

Mr. Fenton. How does the increase in population compare with 
the rest of the country? 

Dr. Pary. I do not recall right offhand. The figures can be supplied. 
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Mr. Waaner. The increase in population generally in that region 
is less than in the country as a whole. 

Mr. Botanp. Will you yield, Doctor? 

Mr. Fenton. Yes. 

Mr. Botanp. How about the decrease in population? 

Mr. Waener. There are some specific small areas in the TVA 
region where there may be a decrease in population. 

Mr. Botanpv. You do not have the outflow as great as it used to be? 

Mr. Waenzer. That is right. 

Mr. Bouanpb. You are maintaining the population and increasing it? 

Mr. Wacner. The population is increasing, but more slowly than 
in the country as a whole. 

Mr. Fenton. What about your industrial increase? 

Mr. Wacner. The industrial development in the region is reflected 
in figures in employment in manufacturing. It has increased some- 
what faster than in the country as a whole. However, the region 
started considerably behind the rest of the country. The percentage 
increase in employment in manufacturing in the Tennessee Valley 
region is somewhat faster than in the country as a whole. 

Mr. Fenton. Can you put into the record a table giving the rate 
of increase year by year since the inception of TVA? 

Mr. WaGner. Yes. 

(The matter referred to follows:) 


Total population of the Tennessee Valley region, 1933-55 


[1933 = 100] 
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1 The Tennessee Valley region, situated in 7 Southeastern States, is a group of 201 counties in the Tene 
nessee River watershed and/or the TVA power-service area. 
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Wage and salary of employees in manufacturing industries in the Tennessee Valley 
region, 1933-56 


[1933= 100] 
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1 The Tennessee Valley region, situated in 7 Southeastern States, is a group of 201 counties in the Ten 
nessee River watershed and/or the TVA power-service area. 


PHOSPHATE LANDS 


Mr. Fenton. What part does the United States Bureau of Geolog- 
ical Survey play in finding fields of phosphate? 

Mr. Wacner. The Bureau of Mines? 

Mr. Fenton. Geological Survey. Do you utilize the Geological 
Survey in your work? 

Mr. Waaner. Yes, sir. We utilize whatever information they have 
available, but in our prospecting for phosphate rock that we are 
proposing to acquire, we require much more detailed information than 
the Geological Survey makes available, and consequently, we do our 
own prospecting. 

Mr. Young. Their work is coordinated with our work down in 
Florida. They do work with our people. They do their work on a 
broader scale, and when it comes down to details, we do our own 
prospecting work, and supply information to the Geological Survey. 

Mr. Fenton. The Geological Survey is charged with giving com- 
plete data to industry. 

Mr. Young. Our group in Florida works very closely with them. 

Mr. Fenton. How do your experiments in purchasing land in 
Florida affect private produc ers? 

Mr. Wacner. The private producers of phosphate ore, you mean? 

Mr. Fenton. Yes. If you are grabbing up a certain number of 
acres of land in Florida, where does | private industry come in on that? 

Mr. Waaner. At the present time the ore we are using from Florida 
is purchased from private sources. The land purchases we are making 
are simply to give us a reserve supply to insure that we will have 
enough phosphate rock available to operate the phosphate plant 
efficiently. 

The amount of ore that we are buying in relation to the total amount 
available is not large enough, to have any substantial effect on the 
private producers of ore, and as Mr. Young indicated earlier, they are 
working primarily in the pebble fields in Florida, and our purchases 
are in the hard rock fields. 
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Mr. Youna. In the hard-rock field where we are working there is 
only one major producer. The field in general has not been explored 
in any detail. It contains phosphate. It was prospected some years 
ago by the Geological Survey, in a general way. We have gone in 
there now to find a reserve for our operations at Wilson Dam, and have 
been successful in finding some consolidated deposits. 

Mr. Fenton. How many acres do you propose to buy? 

Mr. Youne. We are not interested in acres as such, sir. We are 
intere sted in the rock. So far we have purchased, a total of about 

2,300 acres, and that gives us a supply for a 12-year period. 

In the area we are now examining we hope to be able to find enough 
for a 25-year supply. 

Mr. Fenton. What do you have to pay for that rock? 

Mr. Youne. About 30 cents a long ton of recoverable rock— 
The cost of the rock will vary between 30 and 50 cents a long ton 
of recoverable rock depending upon the quality and amount of 
prospecting necessary. 

That is rock we get after it comes out of the ground and is processed. 
We do not buy it on the basis of rock out of the ground. We are 
buving the phosphate rock in the ground. 

Mr. Fenton. You do not pay by acreage? 

Mr. Youna. We are really buying phosphate rock. We have to 
buy some acreage besides the acreage with ore deposits to have room 
to wash and process the rock because of the overburden, but that is 
less than the acreage on which we find the phosphate deposits. Out 
of that 2,300 acres I am talking about, there are approximately 1,450 
acres that contain the phosphate. The rest will be used for depositing 
the overburden when we process the rock. 

Mr. Fenton. How much do you figure that is going to cost? 

Mr. Youne. It is estimated the rock will cost between 30 and 35 
cents a long ton recoverable rock in the ground. 

Mr. Fenton. How does that compare with ores in other parts of 
the country? 

Mr. Youna. It is a high-grade rock. It is higher grade than the 
rock being mined in Tennessee. It will probably be cheaper per unit 
of phosphorous. 

Mr. Fenton. Have you tried to find out how much you will have 
to pay for western ores which I understand are pretty good ores? 

Mr. Younc. To supply our operations at Wilson Dam, we have 
not, except on an experimental basis, brought in western ores, because 
of the tremendous transportation costs for hauling the rock across 
the country. The economics would be very unfavorable to use it at 
Wilson Dam. 

Mr. Fenton. That is what I would suppose. 


FERTILIZER RESEARCH 


I was going to ask a question of why the TVA does all this research 
in fertilizers. I was always under the impression that the Department 
of Agriculture is charged with that particular function. 

Mr. Wacner. Dr. Fenton, the TVA Act turned over to TVA the 
chemical plant which was at Wilson Dam, and is quite explicit in its 
instructions that TVA shall use that plant to develop fertilizers and 
to cheapen the cost of fertilizers for the farmer. We have at Wilson 





| 





351 


Dam a national laboratory for fertilizer process research on a scale 
which will let us carry it through the pilot-plant stage and into 
demonstration-plant operation. As we have indicated, it is used not 
only for the benefit of the TVA region, but for the benefit of the 
whole United States. 

These fertilizers are distributed and introduced to farmers in most 
of the States of the Union. Fertilizer industry representatives from 
all + ed the United States have our research and inventions available 
to them. 

Mr. Youna. Doctor, I would like to make a further comment that 
you might be interested in. 

Of course, we are talking about phosphates and we are also talking 
about phosphorous. You probably know that phosphorous is equally 
important to national defense. Vhoushteoss is a very important 
ingredient of incendiary bombs, smoke screens, et cetera, and while 
we are doing our work on fertilizers, we are also serving the national 
defense needs. 

In fact, 60 percent of the phosphorous that was used by the Armed 
Forces in World War II came out of our plant. In the Korean 
situation, for a period of about 9 months, we supplied the military with 
their entire supply of phosphorous. At the present time we have been 
operating at the Shoals a plant for the Chemical Corps in which we 
are making intermediate products for the manufacture of a national 
defense product for the Chemical Corps. We have at the Shoals a 
dual responsibility, not only to carry out this fertilizer program, but 
also to be able to serve the national defense needs. 

Mr. Fenton. Does the Defense Department have their own research 
projects in that phase of it? 

Mr. Younea. Yes,sir;they do. At the time of the Korean situation, 
they wanted to expand and get into this munitions production and 
they wanted a place to locate a plant in which to produce these 
products. They came to the TVA, and finally asked the TVA for 
permission to construct that plant on the reservation, and also, in 
addition to that production facility, we have done research work for 
the Chemical Corps on improving the process. 

Mr. Fenton. I believe Mr. Taber brought out the fact that private 
industry does a lot of research work. Of course that is true. 

Mr. Waaene_r. Yes, sir; that is true. 


ANNUAL TONNAGE OF PHOSPHATE FOR EXPERIMENTAL PRODUCTION 


Mr. Fenton. What annual tonnage of phosphate do you require 
for strictly experimental production? 

Mr. Waaner. Dr. Fenton, I would not know how to draw a line 
between what you call strictly experimental pooscciion and our 
whole program. The whole program is a research and demonstration 
and education program. 

Mr. Fenton. Do you mean just for fertilizers or the others? 

Mr. Waaner. Fertilizers and the munitions program, too. The 
amount of phosphate fertilizer that is proposed for production in the 
coming year—I can give you that in just a minute—25,000 tons of 
concentrated superphosphate, 80,000 tons of calcium metaphosphate. 
Diammonium phosphate having both nitrogen and phosphate in it, 
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25,000 tons; the leached zone fertilizer, which will have some phos- 
phate in it, 5,000 tons. 

As I started to indicate earlier, when we were first introducing 
concentrated superphosphate, we produced very substantial tonnages 
of it. 

Mr. Younc. About 160,000 tons. 

Mr. Waanzr. 160,000 tons a year, but as it has become accepted 
by farmers, and industrial produc tion has increased, we have reduced 
our produc tion now to a proposed 25,000 tons. C alcium me taphos- 
phate is a newer fertilizer, a more concentrated one, and it is still at 
an earlier point in its introduction stage. 

I think that there is just one plant, a commercial plant, being built 
now, to make calcium metaphosphate. Our production in that 
material is approximately 80,000 tons. As private industry produces 
more of that and it becomes accepted, we would cut back that 
production. 

Does that answer your question? 

Mr. Fenton. I think so. 

In your educational work have you at any time compared your 
product with that of private industry as to value and merit? 

Mr. Waaner. What has happened is that private industry has 
produced this product after we have introduced it. I think TVA 
concentrated superphosphate—and I have heard people in the ferti- 
lizer business say this and I have heard farmers say this—is some- 
thing of a standard for the industry, especially in ammoniation and 
mixing processes. 

Mr. Fenton. You know, we who have been on subcommittees that 
have had a lot to do with research work in Government have taken the 
position that when the research has progressed to the point where it 
is feasible for a product to be produced private industry ought to take 
over. 

Mr. WaGner. That has happened with some of our older products. 
As they are adopted we have turned to newer products which we think 
will be better fertilizers. One of the things we have stressed is higher 
analysis fertilizers. Diammonium phosphate which we began dis- 
tributing this past year contains about 74 percent plant food. Con- 
centrated superphosphate i is about 48 percent plant food. If you go 
to a fertilizer store in many States in the country to buy fertilizer, 
you will probably be offered a fertilizer with about 20 percent Pant 
food, in such ; grades as.4—10-7, 3-9-6, 5-10-5 or many others. As the 
concentration is increased the cost to the farmer per unit of plant food 
decreases because he does not have to pay large transportation, 
bagging, and handling charges on materials in the fertilizer which 
are not useful as plant food. 

Mr. Fenton. Recording to your explanation, the period of education 
is continuous? 

Mr. Waaner. I think we always keep learning; yes. 

Mr. Fenton. There is no stopping point in the foreseeable future? 

Mr. Waaner. We have not found it yet. 

One of the fields where we still have much to learn is on the question 
of how plants use fertilizer. Only about one-third of the phosphorus 
fertilizer put into the soil now is being used by the plants. The 
balance either combines with the soil or leaches out. Some of the 
research we are doing is designed to find out how you can increase 
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the amount of fertilizer that: the plants actually use, either by time 
or method of placement or by type of fertilizer. 

Mr. Fenton. | am for research. But with regard to some of these 
problems, industry tells us they have a superior product that they are 
putting out and samples are available and proven. I am wondering 
which is right. 

Mr. WatrHa.y. | wonder if 1 answer to that is not the fact that 
over the vears we have taken.out some 112 patents on our various 
processes and we have 115 licensees among industry: .We developed 
a new type of equipment for making granular fertilizer and 75 firms 
have put in that type of equipment; We put on a demonstration, 
which was mentioned earher, and about, 390. representatives of 
incusiry came to the Shoals to see this 3-day demonstration. 

Various companies have been mentioned. You mentioned Mo- 
santo and you asked whether or not they did research. They sent 
five representatives to the demonstration at the Shoals. Inter- 
national Minerals, another one of the large fertilizer companies, sent 
five representatives. The Spencer Chemical Co., another very large 
company, sent four representatives. You can ge down the list and 
prectically every fertilizer company sent a representative to see what 
we were doing, and these people said they got a whole lot out of it. 

Mr. Fenton. I appreciate that. 

I would like to have the privilege of going down and visiting the 
place to see the whole works. 

Mr. Wacner. Dr. Fenton, we would be glad to have you come 
down. 

DISTRIBUTION OF FERTILIZERS 


Mr. Rapwaut. You have this fertilizer demonstration program, sort 
of a test program? 

Mr. Waaner. Yes. 

Mr. Rasavt. I wish that you would put into the record a table 
showing how much of that in tons, or whatever weight vou use, is 
allocated to the different States and what the dollar value is. 

Mr. WaGner. We will be glad to supply that. 

(The matter referred to follows:) 
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Mr. Rasaut. Show how widespread the program is. 


LOCAL FLOOD-CONTROL PROJECTS 


Mr. Jensen. Carrying on my questions regarding the flood-control 
project that you have under study, in the event that you find a project 
is economically feasible, would the Tennessee Valley Authority re- 
quest funds to support that program—to pay for the project, so to 
speak—or would you ask the cooperation of the Army engineers, or 
just how would you do it, or would you ask the people to pay for it 
in the local area? 

Mr. Waener. That is a hypothetical question. 

Mr. Jensen. I think it is an important question. 

Mr. WaGner. I can tell you how I would look at it. If we are 
talking about a purely local-benefit project now 

Mr. Jensen. That is right. 

Mr. Wacner. Our first effort would be to see if the State involved 
and the community involved would undertake responsibility for con- 
struction and would use their own funds. The TVA might want to 
participate on the basis of a demonstration to show how the problem 
might be solved and what might be done. The effort, however, would 
probably be to persuade the State involved and the local community 
involved to handle it as a local project. One of the purposes of the 
TVA local flood program is to try to get some State leadership, State 
assistance, and State competence in this field so that some assistance 
will be available to the local community short of coming to the 
Federal Government. 

If the project benefits extend beyond a single community so that it 
has regional significance, TVA would expect to participate more 
extensively i in it. 

Mr. Jensen. I do not expect the people in Tennessee Valley to be 
treated any differently than those in other areas. As I said before, 
we have so many flood-control projects which the taxpayers of all 
America pay for almost in toto, but we are getting pretty sick of that 
program. 

The committee, as I said, wrote some language in their report to 
that effect. I would not expect the people in Tennessee Valley to 
be treated any differently than those in other areas. I think it is 
well that we talk about those things and let the people know that 
where a project is purely a local one and for local benefits, we expect 
a substantial local contribution at least. 

Mr. Evins. Will the gentleman yield? I think it has been pointed 
out that the amount of activity in this area is very limited, and 
where the TVA has participated it has resulted in a savings, not only 
locally but to the Federal Government, the FHA, the VA, and pos- 
sibly the Corps of Engineers. There has been a savings to the 

taxpayers as well by the work of the TVA in this activity. 





PHOSPHATE MINING IN FLORIDA 


Mr. Bupae. |! am a little curious about this acquisition of land 
in Florida. If I understood the testimony correctly this morning it 
was to the effect that in prior years, you hed purchased rock in 
Florida but now you were acquiring some 1,400 acres of private land 
down there; is that correct? 
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Mr. Wacner. We are at the present time purchasing phosphate 
ore from Florida but we are purchasing that from the pebble fields. 
In addition, and this is not new this year, we have been gradually 
acquiring a reserve of phosphate rock ore in the hard-rock fileds. It 
would not be mined until and unless we found it was necessary to do 
so, either from the standpoint of cost or efficiency. 

Mr. Bupeer. It is then the intention of the TVA to start mining 
rock in Florida? 

Mr. Waener. We would only mine this rock if, because of the price 
situation or the unavailability of satisfactory ore from other sources, 
it would be necessary to mine it. As long as we can buy the phosphate 
ore we need, and the quality and the price are satisfactory, we will 
buy it. 

Mr. Buper. The net result would be, of course, if you are going 
to acquire this 1,400 acres of private land and 600 acres of former 


-Federal land with the aid of TVA, eventually we will be mining rock 


in Florida; will we not? 

Mr. Wagner. We will have the phosphate available and if necessary 
we could mine it. We would probably not mine it ourselves but 
arrange for it to be mined for us. 

Mr. BupGer. You mentioned a number of other fertilizers this morn- 
ing but I did not hear any discussion of the nitrate. 1 note from your 
tables that that is the big product which you ship around the country. 
Why is that not now being reduced in the same way that you explained 
the concentrated super phosphate production was being reduced? 

Mr. Wagner. The tonnage of ammonium nitrate is being reduced. 
In 1955 we produced about 190,000 tons and in 1958 we propose to 
produce about 125,000 tons. We make and distribute only as much 
as we can use in educational programs. 


EDUCATIONAL PROGRAMS 


Mr. Bupee. What do you mean by educational programs? Do 
you actually police those demonstrations that you talk about in your 
literature? 

Mr. Waaner. No, we could not police the distributor demon- 
strations program. We have fertilizer contracts with some 74 or 75 
wholesale distributors. They agree in that contract to carry out 
certain kinds of programs. We believe that they enter into that 
contract in good faith and we assume that they will carry it out. 
Occasionally we get reports that an inadequate job is being done in 
some section or other. When that happens we look into the problem 
and if we find that there are deficiencies in the program we take action 
and get them corrected. We do not try to police the end-use of each 
ton of fertilizer. That would be a job so detailed it would be im- 
possible. 

Mr. Bupee. In other words, you do not actually know what 
phosphate you ship, or other fertilizers that you ship are actually 
being used for these specific purposes that you expect it to be used for? 

Mr. Waaner. We have made some checks on that and we have 
obtained enough information to satisfy ourselves that certainly the 
greater majority of it is used in accordance with the program that is 
outlined. 

Mr. Bupar. The reason I asked that is because I have noticed a 
number of advertisements where TVA fertilizers are quoted at such 
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and such a price and apparently anybody can go into a store and buy 
the fertilizer at such and such a price without any regard to the appli- 
cation of the fertilizer. 

Mr. Waaner. If he went in to buy this fertilizer and it were TVA 
ammonimum nitrate, under the educational program the dealer 
would advise him that it could be used only for certain purposes. 

Mr. Bupesr. There is nothing of that kind contained in the adver- 
tisements that I have seen. 

Mr. Waaewner. In a few cases misleading advertisements such as 
you refer to have been brougth to our attention. In such cases our 
field men follow up with the distributor and the dealer to correct the 
situation. 

Mr. Bupaer. Leaving that for the moment, I am still interested in 
this—all of us want to see the research go forward—but I note that 
back in 1943 you were producing ammonium nitrate with a nitrogen 
percentage of 33.6, which is exactly what you are producing now. 
After that period of time every farmer now knows the value of ammo- 
nium nitrate and why should not your tonnage start dropping here as 
rapidly as it started, with the concentrated superphosphate? 

Mr. WacGner. We are dropping it as rapidly as the demands of the 
program permit or require. [ think there are still some areas in which 
ammonium nitrate is not being used as it should be. There are some 
areas where nitrogen is still beg obtained from fertilizers of less con- 
centration than ammonium nitrate, with resulting inefficiencies. Also, 
the ammonium nitrate can be used and we are encouraging its use in 
our programs to a greater extent on sod crops, pasture, and in con- 
servation types of farming. 

Mr. Bunce. Does this mean, then, that you are attempting to ex- 
tend the geographical limits of the areas served with TVA fertilizer? 

Mr. Wacner. The TVA fertilizer used in these educational pro- 
grams is available in as many States as have need and justification 
for its use. This is a nationwide program, not just one for the Ten- 
nessee Valley. As you mentioned, the concentration of this fertilizer 
has not changed since we produced it in 1943. It is still the same 
material basically but the amount of it that is being produced by 
private industry and used in the country as a whole, as assisted by 
this educational program has increased some 15 or 20 times. The 
bulk of it is being produced privately and commercially. 

Mr. Buper. Is it your function to conduct research to produce 
better fertilizer, or is it your function over a period of a number of 
years now, since 1943, to educate the farmers of America as to what 
they should do? What is your basic function, research or education 
of the American farmers? 

Mr. Wacener. Our function includes both research and the intro- 
duction of these fertilizers into use on the farms. I think the instruc- 
tion of the TVA Act is that we shall conduct programs to cheapen the 
cost of fertilizers to the farmers. When a new fertilizer is developed, 
it takes quite a time for it to be introduced and understood by farmers. 
When we started to 

Mr. Buper. You do not think that most farmers understand the 
use of ammonium nitrate by this time? 

Mr. WaGener. There are a great many farmers who do not use it 
for the specific purposes that we are encouraging farmers to use it. 
Mr. Evins. Will the gentleman yield? 
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Mr. Bupas. Yes. 

Mr. Evins. Just as a matter of observation, and perhaps some 
enlightenment I might say that I have visited a large number of 
TVA test demonstration farms and seen the results of this program 
in operation. 

Specifically, for an illustration, I can tell you of one case of a TVA 
test demonstration farm on the Tennessee-Alabama line which at 
one time was a very poor section grown up with sagebrush and weeds. 
We saw on this test farm the results of improved farming practices and 
the great advances that had been made in this one unproductive area. 
I talked with the farmer and I asked him how he happened to be there. 
He said, ‘I moved into this hill section from north Alabama some 
15 years ago. At that time my entire income per year from operating 
my farm was $700 from growing cotton.” 

He said, “I agreed to let my farm be used as a test demonstration 
farm. I agreed to terrace my land, to rotate my crops, and we began 
growing hay and legumes. I converted over to dairying and now 
you can see my modern dairy barn where I have installed an electric 
fan for drying the hay—I have made many improvements in my 
farm and its operation.” 

He said, “My entire income now is over $700 each month.” Here 
was a concrete example of a rugged, hill farm that once was sagebrush 
and weeds and which had been converted into a very productive 
farm and in which the farmer’s monthly income was increased by 
more than his annual income a few years previously. 

He was given instructions on the use of phosphate and proper 
fertilizer for growing crops and it was rather a dramatic representation 
of what has been accomplished by these TVA test demonstrations. 

Mr. Buper. That is exactly what I am trying to get at. The same 
thing is taking place out in my area, but it is being handled by the 
Department of Agriculture in cooperation with local agencies. 

Mr. Taser. Would the gentleman yield? 

Mr. Buper. Yes. 

Mr. Taser. I have some information with reference to this situa- 
tion from the TVA and it appears that on the concentrated super- 
phosphate shipped for test demonstration in 1956, there was 18 tons 
shipped and for general distribution there was 50,685 tons shipped. 
In other words, almost nothing for test demonstration and a con- 
siderable volume for the other. 

Let us take another year. In 1955 there were 128 tons shipped 
for test demonstrations and 89,000 tons shipped for distribution. In 
previous years there were 146 tons shipped in 1954 for test demon- 
strations and 109,000 tons for distribution. In the previous years 
there was a larger percentage of test demonstration, running up as 
high as 3 percent in 1948 and in 1947 it ran as high as 22 or 23 percent. 

In 1946 it is a larger figure of 24,000 tons for test demonstrations 
as against 19,000 tons for distribution. 

It kind of looks to me like it was difficult to see where it was 
anything but a distribution operation. On ammonium nitrate, 
figures for distribution for 1954 are 187,000 tons and no test distribu- 
tion, whereas in 1953, there were 193,000 tons for distribution and 
1,426 for test demonstration. 

In 1955 there were 189,000 tons for distribution and in 1956, 
139,000 tons for distribution. No test demonstrations in any year 
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is shown except for 1953 and then going back further, as far back as 
1943, 1944, and 1945, there were test demonstrations of considerable, 
proportionate amounts. Lately, it is nothing but a distribution 
operation. These are figures that they presented to me and I do not 
know why I should not use them. 

Mr. Waener. The quantities that you refer to as devoted to 
“distribution” are devoted to distributor demonstration programs, 
which are also educational. It has the features that I have just 
described here. The test demonstration program, at present, 
utilizes a small percentage of our total output—less than 5 percent. It 
is a much more intensive program than the distributor-demonstration 
program. There are only about 3,600 test-demonstration farms and 
the use of fertilizer on those farms is very carefully supervised. They 
serve as pilot farms for other farmers in the community to come and 
observe. 

Mr. Taner. If it was very carefully supervised why was it that 
you did not tell Mr. Budge that instead of saying that vou did not 
check up, or only make spot checks, to find out whether they were 
using this stuff as they were supposed to? 

Mr. Waener. The test-demonstration program is very carefully 
supervised, but the distributor-demonstration program is the one |] 
was referring to in the discussion with Mr. Budge. 

Mr. Taser. You just told us that that was supervised. 

Mr. Wacner. The test demonstration is supervised closely. I do 
not mean that the distributor-demonstration program is without 
supervision. [I mean that in that program we do not work with the 
individual farmers in the detail that the county agents would work 
with them in the test-demonstration program. 

Mr. Taner. There were no test demonstrations given me for any 
1 of those last 3 years. 

Mr. Waaner. One of the purposes that the test-demonstration 
program serves is to take the new fertilizers when they are first 
developed and introduce them to the farmers. For that reason, as you 
recited from your table, there were fairly large tonnages of ammonium 
nitrate used in the test-demonstration program when it was a newer 
material. The fertilizers that we are now using more extensively in 
the test-demonstration work are calcium metaphosphate, diam- 
monium phosphate, and the leached-zone fertilizer which we will 
produce for the first time in fiscal year 1958. The ammonium nitrate 
is used in other educational programs, in the distributor-demonstra- 
tion field. 































PRICE OF DEMONSTRATION FERTILIZERS 





Mr. Taser. How much did these people pay for the fertilizers that 
they received? 

Mr. Waaner. In the test-demonstration program they pay about 
50 percent of the distributor-demonstration price. In the distributor- 
demonstration program, our price is generally just a few dollars a ton 
below the commercial price, just enough to get the distributors and 
dealers to carry out these educational activities that are required of 
them and to give the farmers some incentive to try out some of these 
newer uses. 

Mr. Taser. What would the spread be? 

Mr. WaGneErR. On ammonium nitrate, it is about $6 a ton. 
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Mr. Taner. Does that mean that that is about 10 percent of tlie 
price, or what? 

Mr. Wacner. It is in that neighborhood; yes, sir. 

Mr. Taser. On the test demonstration, do they pay anything? 

Mr. Waacner. It averages about 50 percent of the distributor- 
demonstration price. The farmers also pay the full shipping and 
handling charges. 

Mr. Bupce. Would the gentleman yield? 

Mr. Taper. I am through. 

Mr. Buper. If that last statement is correct, why did you, this year 
for the first time, start selling fertilizers with an adjustment for freight 
rates rather than f. o. b. , which was the practice before? 

Mr. Waaner. Mr. Budge, we believe that if an incentive is needed 
to persuade the dealers and the farmers to carry out these educational 
activities—and it is—then that incentive probably should be the same 
in one section of the country as another. 

Mr. Bunge. Should that be a function of the TVA or a function of 
the Department of Agriculture? 

Mr. Wacner. We think it is a function of the TVA, a responsibility 
that we carry under the TVA Act. 

Mr. Bupae. All over the Nation? 

Mr. WaGner. To the extent that the farmers of the Nation are 
interested in trying out these new fertilizers, yes, sir. 

Mr. Bunce. The Department of Agriculture does exactly that same 
thing all over the United States. I am just wondering if the tail here 
on this research is not wagging the dog, the tail being ‘the distribution 
and the education, supposedly, of the farmers all over the country? 

Mr. WaGcner. I was not aware that the Department of Agriculture 
has a fertilizer-distribution program that is at all similar to either our 
test-demonstration program or distributor-demonstration program. 

Mr. BupGe. You do not make any fertilizers that cannot be bought 
from commercial fertilizer production? 

Mr. 7 AGNER. Diammonium phosphate is available in only a few 
places. Calcium metaphosphate and leached-zone fertilizers are not 
available. The other fertilizers, concentrated superph ee and 
ammonium nitrate, we put into programs and into uses that are not 
yet generally accepted across the country. 

Mr. Bunge. I can go with you on the development of these new 
fertilizers. I think that is a very laudable effort, but. it seems to me 
that once it has been developed—here you have been shipping concen- 
trated superphosphate since 1953 and calcium metaphosphate since 
1938, and ammonium nitrate since 1943—it would seem to me, then, 
that it might be proper for you to spend your money on research rather 
than on distribution. 


PELLETIZED FERTILIZERS 


There is one other question I would like to ask. | have watched a 
lot of fertilizer operations, and it seems to me that the really modern 
fertilizer is pelletized. Do you pelletize any of yours? 

Mr. Waener. We are producing granular fertilizers. 

Mr. Bungee. Fertilizers are pelletized so you can spread them with- 
out the wind blowi ing themaway. That is only one of the advantages. 
Why do you not pick up some of the new things being used by other 
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people that manufacture fertilizers, if you are going to stay in the 
distribution business? Why do you not pelletize your fertilizers? 

Mr. Waaner. Perhaps I should ask Mr. Walthall to comment. 

Mr. Watrnatt. A great many of these fertilizers that industry is 
producing in pelletized or granular form are produced under processes 
that we Rive developed and under licenses that were obtained from 
the TVA. 

Mr. Bupves. Why do you not use them, if they are so good that 
industry*picks them up? 

Mr. Watruatt. For one thing, pelletizing and granulation processes 
are not generally used in unmixed fertilizers, but are used in mixed- 
type fertilizer. We do not make mixed-type fertilizers. That is a 
field in which industry is primarily interested. We have done ex- 
tensive pilot work on granulation processes. 

Mr. Buper. Is not pelletized fertilizer a better product for the 
farmer to use than the type you make? Would that not be the con- 
sensus among farmers? 

Mr. Wa.tTHALL. It depends upon what you want to use it for. 

Mr. Bupae. Farming. 

Mr. WatrHatt. [ assume that all fertilizers would be used for 
farming. For instance, superphosphate itself would not be pelletized 
if it is going to be used later in mixed fertilizer. If it is to be shipped 
to a small manufacturer and he uses it in making a mixed, granulated 
fertilizer 

Mr. Buper. Then what happens to your test system if you ship to 
a distributor who mixes it with something else? Do you enforce your 
test regulations? 

Mr. Wacner. One of the—— 

Mr. Buper. Just a minute. Let him answer the question. 

Mr. Wattuatu. I would not try to answer that because I am in the 
ona research and development field and do not have the responsi- 

lity for distribution. 

Mr. Buper. Would you comment on that? 

Mr. Wacner. One of the purposes of this education program is to 
encourage distributors and fertilizer manufacturers and mixers to 
produce higher analysis fertilizers and in certain instances we do make 
our concentrated fertilizers available to fertilizer mixers if they will 
agree, as part of the educational program, to produce fertilizers of 
considerably higher concentration than they have been producing so 
that farmers have the opportunity to buy those more concentrated 
fertilizers. 

Mr. Bunce. I do not want to belabor this any further, but it does 
seem remarkable to me that in this program, where you have been 
shipping fertilizers in some instances since 1935, that you still are 
getting the same percentage that you did 10 and 15 years ago of the 
basic element that is necessary to make it a good fertilizer, and yet 
you are not producing a product that is acceptable in a great many 
areas, because it is not brought up to the standards that have been 
achieved by private industry. 

Do you have any comment as to whether you have a good product, 
as good a product as the private product? 

Mr. Waecner. Mr. Budge, I have heard few complaints about our 
product. There have been some comments about the fact that our 
ammonium nitrate is a granular material 
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Mr. Bunce. But it has not changed since 1943? 

Mr. Wacner. We have made some improvements in the quality 
of it to avoid its caking in the bags and to make it a little easier 
flowing. We have not gone into the prilling process which perhaps 
is one of the things you are referring to. k 

Mr. Bupee. That is one of the advantages of pelleting, so that it 
does not cake in the bag. 

Mr. Wacner. We have been working on an alternate process to 
treat the ammonium nitrate, which we believe will improve its quality. 
Of course, the plant food value is the same in either case, and the 
demonstration of the wisdom of using ammonium nitrate is the same 
in either case, 

Mr. Bunge. According to your figures, you are shipping the same 
product with the same percentage of nitrogen in it that you shipped 
in 1943. 

Mr. Waaner. It has the same percentage of nitrogen in it; yes, sir; 

Mr. Bupar. That is all, Mr. Chairman. 

Mr. Rasavt. Mr. Evins? 


CONTINUING RESEARCH EFFORTS TO IMPROVE FERTILIZERS 


Mr. Evins. Mr. Wagner, during the TVA research program you 
are continuing to improve your fertilizers, are you not? 

Mr. Wacner. We try to improve them and we also try to develop 
new fertilizers which will be better ones. 

Mr. Evins. In your farm-test programs, in which intensive new 
fertilizer products are demonstrated, do you or the TVA strictly 
supervise these programs? 

Mr. Wagener. The farm-test demonstration programs are carefully 
supervised; yes, sir. That is where the major introduction of new 
materials is made, 

Mr. Evins. Your other programs in which fertilizer companies and 
industry itself use the products, you have faith and confidence enough 
in them in cooperating with you that they are supervising the 
programs? 

Mr. Waenerr. We believe that when they sign the contracts agree- 
ing to carry out certain programs they will carry them out. In cases 
where we find that they have not done that because of misunder- 
standing or for other reasons, we work with them and either secure 
correction or cancel the contracts. 

Mr. Evins. It has been the history of your agency, and also a matter 
of fact, that although the farmers have greatly benefited, the fertilizer 
industry also has greatly benefited, because of the free use of patents 
and also possibly because of increased sales of their own products, 
due to the stimulation which the TVA fertilizer program has afforded? 

Mr. Wacener. That is true. 

Mr. Evins. Mr. Wagner, with further reference to the development 
of fertilizers, in your research program I believe you testified you are 
making continuing improvements in most all of your products. 

What improvements have you made in the past few years in ammo- 
nium nitrate? 

Mr. Waener. The work we have been doing on ammonium nitrate 
is confined to improving the condition of it so that it will be less in- 
clined to set up in bags and flow more freely when being applied to 
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the land.. Ammonium nitrate is a chemical compound and the fact 
that it contains 33% percent nitrogen simply reflects its chemical com- 
position. 

You cannot alter the composition of ammonium nitrate and still 
have it remain ammonium nitrate. 

Mr. Evrns. I think the implication might have been drawn that 
since TVA initially produced this product there was no further neces- 
sity of producing it. You-are by research and other operations im- 
proving it and making improvements in this fertilizer also from time 
to time? 

Mr. Wacner. Some improvements have been made in the process. 
The primary reason for continuing to produce it is because there still 
is an educational job to be done on the land. 

Mr. Evins. What is the principal purpose of pelletizing? 

Mr. Wacner. I would like to ask Mr. Walthall to answer that 
‘question. 

Mr. Evins. Please give us your purposes and elaborate for the 
record if you will, Mr. Walthall. 

Mr. WattHa.Lt. The general purpose of pelletizing any fertilizer is 
to make it easier to handle and distribute. People have gotten to the 
place now that they do not like a dusty type fertilizer. They want 
one that will flow uniformly and also they want one that is less inclined 
to take up moisture from the air. Pelletizing improves fertilizers in 
these respects. 

FLOOD-CONTROL SAVINGS 


Mr. Evins. Dr. Paty, may I say I want to commend the excellence 
of your statement. I was impressed with the figures you produced 
with respect to the savings of property by flood control during the 
last floods in the Chattanooga area alone. I believe that you stated 
the savings in Chattanooga area last year was $66 million and total 
savings over the years were $135 million from 1936. 

Dr. Paty. That is cumulative. 

At Chattanooga from this last flood alone $66 million. The other 
is a cumulative total since 1936. 

Mr. Evins. The example which TVA has provided in flood protec- 
tion might well be followed in Texas where we have had the recent 
Texas flood disasters and in New England and elsewhere throughout 
the Nation. 

Concerning the TVA budget for 1958 I believe that it should be 
pointed out for the record this is the second lowest budget in the 
history of TVA; is that not true? 

Mr. Wacner. I believe that is correct. 

Mr. Evins. Was not the budget last year considered the lowest 
budget in TVA’s history? 

Dr. Pary. I be lieve that is correct. 

Mr. Evins. The budget which the committee is now considering 
was planned on the consideration of the passage of TVA self-financing 
legislation, was it not? 

Mr. Wessenaver. That is correct. 


APPROPRIATIONS AND REPAYMENTS 


Mr. Evins. In the event self-financing legislation is net enacted 
into law there certainly would be the possibility of the necessity for 
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consideration of a supplemental appropriation if TVA is to meet its 
full statutory requirements and the needs of the people of that area? 
Would you say that is a correct statement of the financial plight con- 
fronting TVA? 

Mr. WessENAUER. It is necessary that additional capacity be 
started in order to take care of the power requirements that we foresee 
for the winter of 1960-61. The construction which is now underway 
will take care of power needs through the winter of 1959-60. Since 
it takes 3 years to provide new capacity, it will be necessary in the 
reasonably near future to begin construction of additional capacity to 
take care of the winter of 1960-61. The budget was prepared on the 
assumption that the new legislation would be enacted to enable that 
capacity to be provided through the issuance of revenue bonds. 

Mr. Evins. Then the answer to my question is “yes,” that in the 
event satisfactory self-financing legislation is not passed consideration 
will have to be given to either a supplemental appropriation or an 
increased or enlarged annual appropriation to meet the needs in the 
TVA service area. 

Mr. WeEssENAUER. Some source of funds will have to be found; yes. 

Mr. Evins. There have been no new starts by appropriations for 
the TVA in the past 5 years—by direct appropriations? 

Mr. Wessenaver. I think it is 4 years, Mr. Evins. 

Mr. Evins. The correct situation is there have been no new starts 
by direct appropriations in the past 4 years. 

L believe earlier some figures were submitted for the record of the 
total appropriations for TVA to date. These figures, if I am correct, 
included appropriations for navigation, flood control, fertilizer, and 
other programs in addition to power; all operations and all programs; 
is that not correct? 

Mr. Wacner. That is correct. 

Mr. Evins. Would you supply for the committee the total appro- 
priations for the power program alone for this same period? I believe 
you went through 1956. 

Mr. WesseNAvueER. Appropriations used through the fiscal year 1956 
total $1,345 million. 

Mr. Evins. For power alone? 

Mr. Wessenauer. That is right. 

Mr. Evins. Now, will you repeat the amount of repayments into 
the Treasury from power operations, and confine your remarks to 
power alone? 

Mr. Wessenaver. The total payments that we have made from 
power are $240 million, of which $65 million was used to retire some 
outstanding bonds which were issued in 1939 and 1940. Those bonds 
were held by the Treasury and the full amount, directly or indirectly, 
went back to the Treasury. If you are comparing it with the original 
appropriation, you would have to add to the appropriations the $65 
million of bonds which were issued. 

Mr. Evins. More accurately, $1,345 million has been invested in 
the TVA power system and the sum of $240 million has been repaid 
into the Treasury from power. This reflects the true picture with 
respect to the power operations? 

Mr. Wessenaver. I would state it this way, Mr. Evins: To the 
$1,345 million should be added $65 million of bonds which were 
issued, making a total of $1,410 million, and the repayments have been 
made on that amount to the total of $240 million. 
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Mr. Evins, As Chairman Cannon brought out earlier, the total 
repayments into the Treasury have far exceeded the 40-year statutory 
annual requirements? 

Mr. WessenaveEr. That is correct. 

Mr. Evins. While most Corps of Engineers projects and other 
great public-works projects are enacted on a 50-year payout basis, 
the TVA Act provides for an amortization of its power operations in 
40 years, and the agency is far ahead of this on your schedule of 
required repayments? 

Mr. Wessenavuer. We are ahead of the schedule. 

Mr. Evins. Turning to page 46 of your justifications, I think that 
reference should be made to the power-operation table at this point. 

For 1956, the total income from power is shown as $219,997,444. 
The total expenses were $166,120,277, or a net profit, or net income, 
from power operations for 1956 of $53,859,167. 

For 1957 and 1958, both of which are estimated figures, projected, 
the net income from power operations after expenses for 1957 is 
$57,454,000 and for 1958, $60,443,000. I think those are significant 
figures for the record. 


NAVIGATION OPERATIONS 


Mr. Rasautr. We will now take up navigation operations, and we 
will insert pages 36 through 39 in the record at this point. 
(The pages referred to follow:) 


NAVIGATION OPERATIONS 


Appropriated-fund requirements for direct navigation expense in 1958 are 
$254,000. The estimate for 1957 is $248,000, and actual expense for 1956 is 
$230,011. Net expense figures for 1958, 1957, and 1956 are $2,906,000, $2,873,000, 
and $2,681,430, respectively. Net expense is the direct expense of the program 
less income from river terminals plus depreciation on navigation facilities (which 
involves no cash outlay), administrative and general expenses, and a portion of 
multipurpose reservoir operations expense. 


This table shows the breakdown of actual expense of navigation operations for 1956 
and estimates for 1957 and 1958 


1956 actual | 1957 estimate | 1958 estimate 


Pep iii. ds > 5 | $24, 181 | $25, 000 $31, 000 
Expenses: 

Direct expenses: | 

1. Navigation engineering and investigations 197, 700 | 216, 000 216, 000 

2. Operation of public-use river terminals- 23, 561 | 24, 000 30, 000 

3. Power for lock operations 8, 750 | 8, 000 8 000 

Total direct expenses___ 230, ou | 248, 000 254, 000 

Distribution of administrative and general e expenses : 17, 072 | 19, 000 20, 000 

Total _- 247, 083 267, 000 274, 000 

Alloeated from multipurpose reservoir operations | 1, 047, 268 | 1, 209, 000 , 241, 000 

Total expenses before depreciation — : 1, 294, 351 | 1. 476, 000 , 515, 000 

Depreciation on navigation facilities J } 607, 546 | 612, 000 612, 000 
Depreciation allocated from multipurpose reservoir op ra- 

nee. 803, 714 810, 000 810, 000 

Total expenses_- 2, 705, 611 2 808, 000 2, 937, 000 

Net expense of navigation operations___- 2 681, 430 2, 873, 000 2, 906, 000 


The TVA Act of 1933 assigns to TVA the primary Federal responsibility for 
improvement of the Tennessee River and its tributaries for navigation. The 
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9-foot navigation channel is now complete, and the Tennessee Valley is linked 
with the vast industrial and trade area served by the inland-waterway system. 
The operation of the navigation channel is a cooperative enterprise of TVA, the 
Corps of Engineers, and the United States Coast Guard. Barging facilities are 
operated by private enterprise. 

The improved Tennessee River is not an isolated communication artery of 
regional significance only. It is a part of a national investment in an inland- 
waterway system connecting 19 States and their trade areas. During the past 
year 78 percent of the barge lines and other companies whose towboats operate 
on the Tennessee were nonvalley firms. Sixty-eight of every hundred tons of 
freight moving in 1955 originated outside the valley or was destined for points 
outside the valley. 

Traffic on the Tennessee in 1955, the most recent year for which official figures 
are available, was the highest on record—9,975,007 tons and 1,631,288,049 ton- 
miles. These figures are, respectively, 18.5 and 32 percent above corresponding 
figures for 1954, the year of next highest traffic. From this record volume of 
traffic, shippers realized an estimated $16.7 million in transportation savings, of 
which more than $15 million was realized on freight originating outside the valley 
or moving from the valley to outside points. The total savings exceeded the 
combined navigation operations costs of the Corps of Engineers, Coast Guard, 
and TVA by some $12.8 million, which represents a return of 9 percent on the 
net investment in navigation facilities on the Tennessee. Preliminary estimates 


for 1956 traffic indicate that it will exceed 11 million tons and will approximate 
2 billion ton-miles. 


1. Navigation engineering and investigations, $216,000 


Through the construction of navigation facilities, TVA has provided the 
improved channel authorized by the Congress. Through engineering and other 
studies, TVA has sought full use of the river for transportation service in order 
that full value may be received from the original Federal investment of $158 
million in Tennessee River navigation facilities. : 

This work supplements but does not duplicate that of any other Federal 
agency. Inasmuch as TVA is responsible for developing navigation in the valley 
along with the development of the river for other beneficial uses, it must under- 
take a variety of activities. 

TVA performs engineering work to assure that physical facilities—locks, 
channels, safety harbors, and navigation aids—are operated, maintained, and 
modified or improved to meet the navigation needs of the waterway and to 
develop and make available basic technical data and services required by the 
public in using the waterway. TVA engages in transportation economics studies 
to investigate and appraise the opportunities for use of the waterway, the barriers 
inhibiting its use, and the benefits coming from the Federal investment in naviga- 
tion facilities. The work is largely of a continuing nature, comprising in part 
day-to-day operating problems of the waterway and in part longer range investi- 
gations le ading to recommendations for improved facilities. 

Navigation engineering and investigations also include the review and deter- 
mination of the effects of proposed structures on navigation, as required by 
section 26a of the TVA Act, and revision of reservoir-navigation charts and 
maintenance of 1,100 markers on more than 225 miles of secondary channels. 
TVA also provides barge lines, shippers, and others with technical data con- 
cerning the waterway. 


2. Operation of public-use river terminals, $30,000 


During World War II the TVA built four public-use, general-commodity 
terminals, which are now leased to private operators. These facilities are located 
at Knoxville and Chattanooga, Tenn., and at Decatur and Guntersville, Ala. 
They are available to serve any shipper who wants to use the waterway. TVA 
receives a percentage of the gross income from the operation of these terminals. 

TVA owns and operates a coal terminal at Harriman, Tenn., which is now used 
mainly in handling coal for TVA’s steam plants. Experience during fiscal years 
1957 and 1958 is expected to indicate whether TVA should retain the facility for 
handling coal to TVA steam plants and for public service or whether it should be 
ae sak of to private operators. 

Direct TVA expense for terminal operation in 1958 is estimated at $30,000. 
Income is estimated at $31,000 for the year. 
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3. Power for lock operations, $8,000 

Navigation locks on the Tennessee River are operated by the Corps of Engineers. 
TVA furnishes the power required in their operation at no cost to the Army. 
It is estimated that the cost of electric power will be $8,000 in 1958. 


NAVIGATION BENEFITS 


Mr. Evins. Would it be possible to summarize in a few words for 
the record the total overall navigation benefits which have derived to 
the Nation from TVA’s operations? 

Mr. Waener. In the year just past, Mr. Evins, the navigation 
traffic on the Tennessee River amounted to about 12 million tons and 
about 2 billion ton-miles, which is, roughly, 60 times the traffie in 
1933. On that traffic, shippers saved some $20 million. 

The total cost of operating the navigation project, including de- 
preciation on the investment and the costs of the Corps of Engineers 
who operate the locks, and the Coast Guard who maintain the channel 
markings, as well as TVA’s costs, totaled somewhat less than $4 
million. So, there is about a $16 million net benefit on that program. 

The channel provides for the movement of grain from the Midwest 
to the Southeast, a substantial agricultural benefit to the farmers in 
both areas. It provides for the transportation of automobiles into 
the Southeast. ‘There are substantial volumes of chemicals that move 
to and from industry along the Tennessee River from the gulf coast 
and other points on the inland-waterway system. Also, substantial 
tonnages of iron and steel, gasoline, coal, coke, asphalt—all of the 
many products that are used by business and industry. 

Mr. Evins. The estimated savings of $20 million for industry was 
for 1 year? 

Mr. Waaner. One year; that is right. 

Mr. Evins. It would be most difficult to project the total savings 
over the entire history of TVA’s operations, but on that l-vear basis 
alone as an average—— 

Mr. Waener. It is something over $100 million. I can put the 
correct figure in the record, if you would like to have it. 

Mr. Evins. If you can supply the correct figure on a calculated 
basis, it would be appreciated. 

(The matter referred to follows:) 

The total saving to shippers through calendar year 1956 is estimated at $116 
million. 


Mr. Evins. I will now yield to Mr. Jensen on navigation. 
REPAYMENT OF NAVIGATION FACILITIES 


Mr. Jensen. What amount of dollars has Congress appropriated 
for navigation in the Tennessee Valley? 

Mr. Waaner. The total investment in the navigation system is 
about $150 million, Mr. Jensen. There have been additional appro- 
priations for navigation operations, as distinguished from construction. 

Mr. Jensen. What is the total chargeable to navigation? 

Mr. Waener. I do not believe that I have that figure available. 
We can supply it. 

Mr. JENSEN. Please do. 
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(The matter referred to follows:) 


Appropriated funds used for construction of navigation facilities to Millions 
RURRUOS GI EUs ts lp ova ts noes wre ecg Rca Ree ne Sores Shean ene meee $149. 5 
Appropriated funds used for navigation oper rations to June 30, 1956___- 11. 1 


Mr. Jensen. Now, what are the taxes paid by the carriers that use 
the navigable waters of the TVA? 

Mr. WaGner. The water carriers using the Tennessee River water- 
way pay taxes, and they pay the same taxes there that they would 
pay other places. They do not pay a charge for the use of the water- 
way, if that is your question. 

Mr. JeNseN. That is one of my questions. 

Mr. Waaner. There is no charge for the use of the Tennessee River 
Waterway, and that is true of all of our inland waterways 

Mr. JENSEN. I realize that, and I cannot agree with that at all. 

You speak of the savings that have been made because of the cheap 
transportation that is available on your waterway in the Tennessee 
Valley. Of course, it is not difficult to understand how the water 
carriers, whether they be in the Tennessee Valley or anyplace else, 
can haul commodities much cheaper than the railroads and the trucks. 
The railroads build their own rights-of-way; they maintain their own 
rights-of-way and all of their facilities; they build their own depots; 
they pay Federal taxes and they pay local and State taxes. In some 
areas they are the biggest local taxpayers. They have very heavy 
taxes. They have to borrow their money to make their improvements. 
They pay interest on that money, whereas the water carriers have 
their rights-of-way furnished; hence, they have no interest to pay. 
TVA pays no interest. So it is not difficult to understand why the 
water carriers can haul commodities cheaper than the railroads and 
the trucks. 

We take the tax money that the railroads and the truck companies 
pay into the Federal Treasury, or some of it, and we build the TVA. 
We deepen harbors. We improve harbors. We improve every kind 
of a facility for the benefit of the water carriers. And some of that 
money comes from the railroads and the truck companies, and the 
water carriers turn right around and compete with the railroads and 
the truck companies. 

The day is coming sometime, I do not know when, when the old 
money barrel will be empty and we will say, ‘“‘All right; there is going 
to be no more of this kind of business; everybody is going to have to 
pay their fair share of Federal taxes and local and State taxes.”’ 

Of course, we have nothing to do with the local and State taxes, but 
they are going to have to take hold of this situation sooner or later, too. 

Now, do you not think the water carriers that get all of these bene- 
fits from the money that all of the American people pay in building 
water transportation facilities and the TVA should not be assessed a 
reasonable amount, or at least a use tax for using those great waterways 
in the Tennessee Valley instead of all of the people of America chipping 
in and paying the bill? Could not the TVA make a recommendation 
that we assess a reasonable charge against the water carriers to help 
out this great deficit that Uncle Sam has? What would be wrong 
with that? Would you tell me? 

Mr. Waaner. Mr. Chairman, that is a question that goes pretty 
deep, as you recognize, and TVA is bound by the national policy of 
making waterways available free of charge. The water carriers do, 
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of course, pay taxes and all the other things that you mentioned on 
their floating equipment and terminals. The roadbed, the waterway 
itself, is furnished free of charge. The availability of that low-cost 
transportation has been a great stimulation to industrial development, 
not only in the Tennessee Valley but all across the country. 

Mr. Jensen. You can say that about the railroads. You can say 
that about the trucks. 

Mr. Wacner. I suppose that is true too. At the same time, there 
are certain transportation jobs which the waterways can do much 
more economically than other forms of transportation, and I think it 
makes sense for them to perform that service. I am not sure what 
the result of imposing a charge for the use of the waterways would be. 

As you know, every ton of traffic hauled by a waterway could be 
hauled by a railroad or a truckline. The same thing is not true in 
reverse. Waterways serve only large ports. They cannot handle 
traffic all the way to inland destinations. Consequently, if the 
waterway charges were increased by the charging of tolls, the barge 
lines would have no place to make up for the loss of revenue they 
might suffer whereas the railroads do have that recourse because they 
can haul some traffic that cannot be hauled by the water carriers. 

As I say, this is a complex question, and I do not know that we have 
a recommendation to make on it. 

Mr. Bunge. Will the gentleman yield? 

Mr. Evins. I will be glad to yield to the gentleman. 

Mr. Bupae. I just noted in the statement that the most recent 
figure as to the subsidy the shippers have realized from what the 
gentleman from Iowa is talking about is listed for the year 1955 at 
$16.7 million, and based on the estimated tonnage for 1956 that 
subsidy would be in excess of $20 million for 1 year. 

Mr. Jensen. For TVA. 

Mr. Bupas. The TVA statements says on page 37: 


From this record volume of traffic— 
speaking of the year 1955— 
shippers realized an estimated $16.7 million in transportations savings. 


Mr. Jensen. I will say for the water carriers they have had a hey- 
day. It is wonderful as long as it lasts, but I am wondering how long 
it is going to last. I am talking not only of the water carriers in the 
TVA area but the water carriers generally all over America. They 
are now asking us to deepen harbors all over America. The day is 
coming, I am afraid, when Congress is going to take a good long look at 
that and we are going to insist that they at least pay part of their way 
in this great business of water transportation. 

Mr. Rapaut. May I ask a question? I just want to know if there 
is any special privilege to the water carriers in this valley under this 
navigation heading that water carriers in other parts of the country 
do not have? 

Mr. Wacner. No; the waterway is available on the same basis. 

Mr. Jensen. The only difference is the fact that Congress has spent 
these couple of hundreds of millions for navigation in that area and 
nobody pays any interest down there on any of the money the Con- 
gress appropriated. 

Mr. Evins. I would like to make an observation. I am glad that 
my distinguished colleague and friend from Iowa has stated his objec- 
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tion was not directed to one area, but that he wanted this policy of 
taxing commerce on the waterways to apply to all sections of the 
country. I am sure that he would include the Missouri River and 
Missouri River Basin. 

Mr. Jensen. Absolutely. You “‘bet your sweet life” itdoes. I 
could not expect my people to get any advantage, and they do not 
want any. é. 

Mr. Evins. I think it is well that that be included in the record. 

Mr. JenseN. They know how I stand out there. You do not have 
to get it in this record. They know. I have said many times that 
the power not to tax is also the power to destroy, and we are finding 
that out. 

Mr. Evins. I think that while we are referring to the amounts of 
money that have been appropriated into the TVA area, which is 
somewhat less than $2 billion, I should point out that in the Missouri 
River Basin there has been appropriated and programed over $4% 
billion under the Pick-Sloan plan for navigation, flood control, and 
power—in the Missouri River Basin alone. 

Mr. JensEN. May I say that the Missouri Basin is about 20 times 
bigger than the Tennessee Valley area. 

Mir. Evins. It isa very significant area, and an important one, and 
one that I voted for when fund requests came before this committee. 

Mr. Jensen. My friend, I have voted for everything for the Ten- 
nessee Valley, except when they are determined to get away from the 
basic act, and that is when they ask for appropriations for steam 
plants, which is not according to law. 

Mr. Ranaut. We are talking now of navigation. Let us keep the 
steam plants out of it. Are we through with navigation? 

Mr. Evins. I have no more questions. 


TONNAGES 


Mr. Fenton. Will you furnish for the record a breakdown of the 
tonnage and ton-miles of various categories, and give origin and 
destination? 

Mr. Waener. Yes. 

(The matter referred to follows:) 


Calendar year 1955 














Savings per 

Commodity Tons Ton-miles ton-mile 

(cents) 
Grain___-_-- Spninainhkinhheng bg na tuataiei cecal aii! 595, 149 | 227, 080, 116 1.03 
Logs RINT 5 te ee 111,957 | 16,867, 857 .38 
WE ME < .. necnatcsecsebacdioneceanbe cies gdidesls kei 5,661,931 | 702,326, 310 . 69 
a ae ee | 914,762 | 400, 528, 201 1. 51 
rece  a  c niciick ecnsn heinpch dv cndvip aps bmp nomi cele lp cscginlideins 46, 525 | 1, 789, 350 2. 39 
Sulfur a . 30,254 | 13,763,026 ~ 95 
Stone, sand, and | gravel... SiS esac ossltanlper teli eigesieda atesioeslialid 1, 873,690 | 44,119,640 | .%6 
Iron and steel. bie Shinkai dclatiaiaiaciede etme 224,512 | 63,830,852 2. 15 
Chemicals. ...........-...-------0-----0ee-encnesnnennnnae-| 111, 230 | 22, 987, 976 | 3.06 
Unelassified_._._-- bkaeducteeee seeateee en 404,997 | 137, 994,721 | - 62 

I ctiniddeinik cnwiiuis cikmanssacip a ankeedduaaiea -| 


9,975,007 |1, 631, 288, 049 | 11.03 


? Average. 


Source: Tons and ton-miles from U. 8. Corps of Engineers; savings are TVA estimates. 
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Specific origins and destinations for the above traffic are not completely known, 
and those which are known, except for TVA traffic, were furnished by shippers 
on a confidential basis. 


NAVIGATION BENEFITS 

Mr. Fenton. Is the estimated $16,700,000 transportation savings 
for 1955 evaluated on the basis of actual origin and actual destination 
of the commerce, which sometimes might be inland and not readily 
accessible to the waterway, or is it evaluated on a strictly. port-to-port 
basis, disregarding actual origin and actual destination? 

Mr. Wacner. It is based on the actual origin and destination, to 
the extent that we are able to determine that. We are not always 
able to determine that, of course. 

Mr. Fenton. It is not evaluated on a port-to-port basis? 

Mr. Waaner. No,sir. As near as we can determine it, this savings 
figure is based on the cost of moving the traffic by water from its 
origin to its destination, compared with the lowest cost alternative 
method of moving it. 

Mr. Fenton. You have no ships or barges of your own? 

Mr. Waaner. We do not haul traffic for hire. 

Mr. Fenton. You just control the locks? 

Mr. Waaner. We build the locks. The locks are operated by the 
Corps of Engineers. 

Mr. Fenton. Were lawfully published common carrier rates for 
alternate methods of transportation used to derive the estimated 
savings? 

Mr. Waaner. I did not make these calculations myself. I would 
like to supply that answer for the record, if I may. 

(The information follows:) 
























Estimated savings in most cases were based on lawfully published common 
carrier rates. The exceptions were based on rates computed to remove the effects 
of water competition or to reflect the economies of volume movements. 

Mr. Fenton. If so, what was the estimated savings per ton-mile 
for the various categories? 

Mr. Wagener. I can amplify my answer to this extent: In some 
instances the published rates by alternative methods are based on a 
situation where virtually no traffic moves, so they are higher than they 
normally would be. In those cases we make an estimate as to what 
the rate by rail, let us say, would be with the given volume of traffic, 
and generally it is less than the published rate, and we use that lower 
estimated rate for comparison with the barge rate. 

Mr. Fenron. What tonnage and ton-miles of each category were 
for use at TVA plants or projects? 

Mr. Waener. I would have to supply that for the record. 

(The matter referred to follows:) 





373 


Tons and ton-miles of maierials for TV A’s use shipped on the Tennessee River, 1955 








Commodity | Nettons | Ton-miles 

Coal... aiinseia sianiided 4, 693, 890 580, 026, 345 
Coke. 7 : aa i 50, 340 | 13, 038, 060 
Construction equipment and materials___- oe ao 1, 825 119, 000 
Phosphate rock : : ; 38, 945 5, 257, 575 
Steel products xaos 231 130, 640 
Stone, sand, and gravel , hihecteeendeen 41,475 974, 663 

Total ‘ ih avuidicaiddars osama 4, 826, 706 "599, 546, 2x3 


Mr. Fenron. What portion of the estimated savings came from 
transportation for TVA operations or projects? 

Mr. Waaner. I will supply that for the record also. 

(The matter referred to follows:) 

Twenty-three percent of the estimated savings came from transportation for 
TVA operations or projects. 

Mr. Wacner. I can say the major item of TVA traffic is coal mov- 
ing to our steam plants. We, of course, buy our coal and move it in 
by the cheapest method we can. To the extent we save money using 
the waterways that benefit is reflected in lower transportation costs 
and lower costs of fuel and consequently in lower rates to power con- 
sumers and a better return on the Government’s investment in the 
generating plants. TVA’s steam plant at Paducah, Ky., serving the 
Atomic Energy Commission, gets some coal by river and the rates for 
power are lower to the extent we get savings. Of course, many utili- 
ties use the waterways to ship coal. So the saving from TV A’s using 
water transportation for coal is quite broadly distributed. 

Mr. Fenton. How were terminal transportation charges deter- 
mined, which must be paid by shippers using barge transportation, in 
order to obtain equiv alent service when overland hauls to reach the 
waterways were necessary? 

Mr. Waaner. The majority of the traffic that moves on the river 
under the circumstances you are talking about moves to privately 
owned terminals, or at least to terminals that have been leased to 
private owners. On the Tennessee River there are four terminals 
still remaining in TVA ownership, but they are leased to private 
owners or operators with a provision that they can buy the terminals 
when their traffic volume reaches certain volumes of traffic, and the 
rates they charge are determined by the terminal operators as they 
would be anywhere else. 

Mr. Fenton. Decisions of the Interstate Commerce Commission 
reported as 206 ICC-445, 235 ICC-115, and 259 ICC-475 each 
indicate that the general public does not benefit from alleged trans- 
portation savings on waterway navigation. What are your views on 
this subject? 

Mr. Waaner. I am not familiar with those decisions, Dr. Fenton. 
But lower cost transportation, like any reduction in cost of a manu- 
facturing process, or a business operation of any kind, represents an 
improved efficiency. If the competitive process works as between 
businesses, those savings would be reflected in benefits to the con- 
sumers. One of the items of traffic on the Tennessee River that has 
been developing quite heavily is grain coming from the Midwestern 
States into the Tennessee Valley. People handling grain will fre- 
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quently pay farmers more for grain delivered to a riverfront elevator 
than to a rail-site elevator because they can haul it cheaper by barge 
to the market in the Southeast, or wherever it happens to be going. 

Last year about $37 million ‘worth of grain came into Tennessee 
Valley from the Midwest grain- producing areas. Because of the lower 
cost of transportation, the grain and grain products, the feeds, and 
so on that move into the Southeast are lower in price, and conse- 
quently more of them are used. This helps to build a market for the 
midwestern farmers. 

Mr. Fenton. If you want to elaborate you may do so for the record. 

What portion of the navigation tonnage and ton-miles is short-haul 
traffic on individual pools and does not require lockage? 

Mr. Waener. Short-haul traffic accounts for the smaller portion 
of the total. Part of it is sand and gravel, which is dredged from the 
riverbed and hauled ashore. Most of that does not go through locks, 
though some of it does. In 1956, out of a total traffic estimated at 
about 12 million tons, approximately 2 million tons, or one-sixth of it, 
was sand and gravel. Coal which moves from Grand Rivers, Ky., to 
the Johnsonville steam plant does not pass through a lock. This 
traffic was a little over 2 million tons in 1955. 

Mr. Fenton. You may expand for the record if you wish. 

What savings per ton-mile are attributed to this tonnage and on 
what basis is it computed? You may supply your answer for the 
record on that. 

(The matter referred to follows:) 

The savings on sand and gravel is estimated at about 6 mills per ton-mile which 
reflects the advantages of deep-draft navigation as compared to the shallow 
drafts of 1% to 3 feet which existed prior to the river improvement. The savings 
on coal to Johnsonville is 10 mills per ton-mile. This is a joint rail-barge haul 
and the joint rate is compared with an estimated all-rail nonwater competitive 
volume rate. 

Mr. Fenton. What is the total Federal cost, including interest 
and other fixed charges, related to navigation on the Tennessee River 
in 1955, including all the agencies having any connection therewith? 

Mr. Waener. We will supply that for the record. 

(The matter referred to follows:) 

The total Federal cost was $3,889,666 in 1955 which includes depreciation on 
the navigation investment, and TVA, Corps of Engineers and Coast Guard 
operating costs. 

Mr. Buper. Mr. Chairman, I would just like to make this comment 
on this water navigation: While I realize that it applies to all those 
areas fortunate enough to have water navigation, it is not restricted 
to just the Tennessee Valley area; but some of us in other areas of the 
United States are having very serious difficulties just in reverse of 
what has been explained here as greater efficiency and lower costs 
to the consumers and more money to the producers. Out in my 
country, the freight rates have gone up, the rail-freight rates and the 
truck rates have gone up about once every 18 months for the past 
5 or 6 years, and we are at the point now where 2 items are making it 
almost impossible for us to compete. One is the freight rates and the 
other is taxes. They are the most important items the producers 
in my area have to deal with today. I think as an overall subject this 
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committee that deals with the Corps of Engineers that sometimes 
should be taken into consideration. 


PRICE OF FERTILIZERS 


One further question on the subject of fertilizer before we get too 
far afield. We had quite a lot of discussion about it under the heading 
of acquisition of assets. 

I noticed from your testimony that you said that TVA fertilizer 
was priced roughly 10 percent below the retail price of commercial 
fertilizer. 


How do you fix the price at which you sell fertilizer produced by the 
TVA? 

Mr. Wacner. We try to fix that price, Mr. Budge, just as close to 
the commercial price as we can and still have enough incentive margin 
so that these educational programs can be carried out; so the dis- 
tributors will be willing to do the job which is required of them and 
the farmers will be willing to do the job required of them. 

Mr. Bupat. In other words, it is based upon what the commercial 
producers are charing for their fertilizer; it is not based on your costs 
to produce it? 

Mr. Wacner. That is right, because this is an educational program. 
The plants that we build to produce these newer fertilizers are usually 
not as large as you would build them if you were going into a com- 
mercial business. Also if you were going to produce fertilizer com- 
mercially you would perhaps select another location for the plant. 

Mr. Bupcs. When you abolished your previous policy of selling 
fertilizer f. o. b. the TVA producing area, was it to carry out this 
price fixing ratio throughout the United States? 

Mr. Waaner. The purpose is to provide a uniform incentive 
wherever these programs are carried out. 

Mr. Bunge. Throughout the United States? 

Mr. Waenrr. In all the States where the fertilizer is distributed, 
and that is about 35. 

Mr. Rapavut. Any more questions on navigation? 

Mr. Evins. I have no further questions, Mr. Chairman, on naviga- 
tion. 

FLoop ConrroL OPERATIONS 


Mr. Kasavur. We will now take up flood-control operations, and 
we will insert pages 40 through 45 in the record at this point. 
(The pages referred to follow:) 


FLoop-CoNTROL OPERATIONS 


Operation of the flood-control system on the Tennessee River consists prin- 
cipally of (1) maintaining and using storage space in upstream reservoirs for 
seasonal retention of excessive runoff and (2) regulating the discharges from res- 
ervoirs to rates of flow which can safely be handled by downstream channels and 
reservoirs. This system not only averts damage to cities and agricultural lands 
in the Tennessee Valley but also reduces flood crests on the lower Ohio and Mis- 
sissippi Rivers. Regulation afforded by the Tennessee River system can reduce 
flood crests at Cairo, Ill., by from 2 to 4 feet below those that would otherwise 
occur and by lesser amounts on the Mississippi River as far south as the mouth 
of the Red River. Reductions of flood heights by nearly 2 feet at Cairo have 
been accomplished several times, averting considerable damage to that city and 
to properties farther down the Mississippi River. Since the first project in the 
TVA system was placed in operation (1936), regulation of TVA reservoirs to 
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reduce flood crests has averted damage of about $53,500,000 at the city of Chat- 
tanooga alone and about $7,200,000 on the lower Ohio and Mississippi Rivers. 
These amounts do not include dams ages averted at other localities within the 
valley and do not reflect the increased land values resulting from increased flood 
protection to 6 million acres along the Mississippi River. The estimated aver- 
age benefits of the TVA flood-control system are about $11 million a year, afford- 
ing a rate of return of about 5 percent on the investment in flood-control facilities. 

The major items of cost consist of a portion of the expense of operation of 
multipurpose reservoirs and depreciation of major structures. Neither of these 
requires a direct appropriation for flood-control purposes, because fund require- 
ments for operation of multipurpose reservoirs are included in the multipurpose 
reservoir Operations program (page 52), and depreciation is an accounting 
transaction requiring no current outlay of funds. 

The total expense, including the two items mentioned above, of flood-control 
operations is estimated at $2,749,000 in 1958, compared to $2,698,000 in 1957 
and actual expenses of $2,512,547 in 1956. 





















This table shows the breakdown of actual expense of flood control operations for 1958 
and estimates for 1957 and 1958 


1956 actual | 1957 estimate | 1958 estimate 


Direct expenses: 
System fiood-control studies and investigations _ ~~ --__-- $79, 108 $86, 000 $89, 000 
Local fiood studies and cooperation with other agencies _ - 1: 21, 15 125, 000 138, 000 





Total direct expenses _ 283, 211, 000 , 000 
Distribution of administrative and general expe nses_.. ve , 514 12, 000 18, 000 


Total 
Allocated from multipurpose reservoir oper itions__ - 























240, 000 
254, 000 


211, 797 223, 000 
si 1, 055, 834 1, 220, 000 


_ 





, 267, 631 1, 443, 000 


— | 


Total expenses before depreciation _ - tissicnoae 1, 494, 000 
Depreciation of flood controi facilities . 322, 161 325, 000 325, 000 
Depreciation allocated from multipurpose reservoir operations. 922, 782 930, 000 930, 000 


512, 574 2, 698, 000 


. 749, 000 


nN | 


Total expense of flood control operations___--- 












The activities which require appropriated funds consist of (1) system flood- 
control studies and investigations, which include collection and an: lysis of flood 
data, studies to improve operations of the existing system, including effects of the 
system on flood control in the Cumberland and lower Ohio and Mississippi Valleys, 
and studies of potential projects which could affect flood control on the Tennessee 
River system; and (2) local flood studies and cooperation with other agencies, 
which provide flood data and technical assistance to State and local governments 
to encourage their assumption of responsibility for solution of local urban and 
rural flood problems. The 1958 estimate for these activities is $227,000, consist- 
ing of $89,000 for system flood-control studies and investigations and $138,000 
for local flood studies and cooperation with other agencies. 


System flood-control studies and investigations, $89,000 


The estimates for collection and analysis of data and studies for operation of 
the existing system and for potential projects total $89,000 in 1958 and are based 
on streamflow occurrences expected to be experienced in an average vear. When 
high streamfiows occur, special investigations, studies, and reports must be made 
of the conditions occurring, and the relation between water levels actually ex- 
perienced and those which would have occurred without regulation must be 
established. This is necessary to evaluate the effectiveness of operations and to 
estimate damages averted. Information thus gained not only is essential to aid 
in determining guides for reservoir operations in future similar circumstances but 
also is necessary to provide facts to answer damage claims which may be asserted. 
If such high streamflows occur in either 1957 or 1958, the direct flood-control 
expenses might exceed the estimates, but in such an event the additional funds 
required would be provided by adjustments within the total budget. 

The 1958 estimate of $89,000 for system flood-control studies and investiga- 
tions includes $85,000 for normal studies and investigations based on past years’ 
experience as to staff services required in a year of average streamflows and an 
allowance of $4,000 for a special study to be undertaken on behalf of the Corps of 
Engineers on the Tennessee River component of the Ohio River review survey 
planned by the Corps of Engineers. This special study is expected to be started 
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in 1957 and to continue into 1958, with somewhat higher expenditures in 1958 
than in 1957. 


Local flood studies and cooperation with other agencies, $138,000 


TVA has a continuing interest in local flood problems because their solution 
is important to the development of the valley. In the Tennessee Valley, as in 
other parts of the Nation, little initiativehas been taken by States and cities in 
assuming responsibility for local flood problems, partly because the Flood Con- 
trol Act of 1936 and subsequent legislation assume for the Federal Government 
the major share of the financial responsibility for solutions to such problems. 
There is much that communities, counties, and States could and should do for 
themselves in these local flood situations. In many cases the construction of 
protective works is within the financial capability of the communities involved. 
The assumption by the State and the local community of joint responsibility for 
the construetion of flood protection works of a local nature would relieve the 
financial burden of the Federal Government. Zoning by the State, county, or 
municipal governments against certain types of construction in hazardous areas 
is being given greater consideration and much wider application. Effectiveness 
of such zoning is increased where there is less chance to pass the responsibility 
for these problems to the Federal Government. 

The results of the program started by TVA in 1954 to assist the States and 
local communities in their organization for flood damage prevention are encourag- 
ing. Considerable interest in this program is being shown in the States of Ten- 
nessee, Kentucky, Alabama, Virginia, and North Carolina. TVA is working 
closely with State agencies responsible for urban and regional planning in those 
‘States. Past history of occurrence of floods of different magnitude, as well 
as information on the size of floods which may be expected, has been prepared 
for several communities having flood problems in Tennessee, Kentucky, North 
Carolina, Alabama, and Virginia. Such information, including flood profiles and 
thaps showing flood hazard areas, is being used by the State planning agencies in 
assisting local planning commissions in the writing of zoning ordinances. As a 
result of this work, for example, Pulaski, Tenn., on recommendaiion. of the 
Tennessee State Planning Commission, has adopted a zoning ordinance which 
will go far toward reducing damages from local floods in that city. Athens, 
Kingsport, Clinton, and Lewisburg, Tenn., have made studies preparatory to 
adopting a more comprehensive type of flood-plain zoning, and Kingsport has 
revised its zoning ordinance accordingly. Lewisburg is considering adoption of 
similar controls. Cleveland, Tenn., has requested assistance in determining the 
extent of the flood hazard as an aid in selecting a proper location for a new school 
building. At Lewisburg, Tenn., a cooperative action by the city, Federal Housing 
Administration, and Veterans’ Administration in utilizing flood data furnished 
by TVA prevented the opening of two subdivisions in areas subject to flooding. 
Without this data these proposed subdivisions might have been approved and 
financing might have been arranged for 20 or more houses that would have been 
looded 4 to 5 feet by a flood which occurred in March 1955. A community in 
North Carolina (Maggie) with a high potential as a tourist center is using TVA 
flood data to guide its development. Industries have made wide use of the TVA 
report for Caivert City, Ky., in studies of proposed plant sites. 

Communities in the ie are developing and expanding constantly. Some of 
them have already expanded unduly into flood plains and need flood reports as 
bases for studying the feasibility of protecting the improvements or redirecting 
future expansion. Most communities are not fully aware of their opportunities 
for reducing their local flood losses by considering the flood problems and guiding 
future developments into safe areas through zoning ordinances and subdivision 
regulations. Timely contacts and technical assistance can help very much in this 
field. The end result will be less development in flood areas and therefore less 
demand on the Federal Government for flood protection structures as remedial 
measures. 

There are more than 80 communities in the valley having local flood problems 
where this program could be of direct assistance. Reports have been completed 
for 18 of these communities. Reports for 9 communities and partial reports to 
meet urgent requirements at 4 other communities are expected to be issued by the 
end of fiscal year 1957. The 1958 estimate provides for similar assistance for 
10 or 12 additional communities, leaving 40 or more to be served in later years. 

The 1958 estimate of $138,000 for local flood studies and cooperation with other 
agencies provides for comple ting flood reports for 10 or 12 communities, several 
of which are affected by more than 1 stream. Costs of studies vary considerably 
in accordance with the size of the community, its location, date it was settled, the 
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number of streams involved, and other factors. Contacts will be continued with 
the increasing number of communities to interpret the significance of the data 
furnished and to provide technical guidance in its application. 


OHIO RIVER REVIEW SURVEY 






































Mr. Rasavur. You are undertaking a new study on behalf of the 
Corps of Engineers on the Tennessee River component of the Ohio 
River review survey. What is this, and why should it not be reim- 
bursable from the Corps of Engineers’ appropriation? 

Mr. Waener. Mr. Elliott, our Chief Water Control Planning Engi- 
neer is here. I wonder if you would describe what the program is. 

Mr. Exurorr. Over the years we have cooperated with ‘the Corps 
of Engineers in many of their studies and this particular one is a 
review that the corps is making of their design flood for the Ohio River. 

Now, the Tennessee River system contributes to the floods on the 
Ohio, that is, the water from the Tennessee River system, and we 
have much data worked up for our own purposes which is useful to 
the corps. We are also putting some of it into more useful shape to 
help them out in this study. 

Mr. Rasaut. That is fine, but why should not some of that money 
be reimbursed to you from their appropriation? Have you ever 
talked to them about it? 

Mr. Waaner. This is a rather small item in the budget, and the 
kind of information that is required here we would normally have and 
make available to anyone interested in the total flood-control picture. 

Mr. Rasaut. Have you been put to any additional expense in 
gathering this information in order to disperse it to them? 

Mr. Waener. There would be the expense of putting together 
information for their use in this particular form. 

Mr. Rasaut. How much is it down for in your budget? 
Mr. Waaner. $4,000. 
Mr. Rasavr. Any questions on flood control? 


FLOOD CONTROL BENEFITS 


Mr. Evins. Dr. Paty brought out some benefits of the flood 
program through TVA in his initial statement and I asked him further 
questions upon it. Since it is in this particular section of the hearings, 
I think it might be well to repeat some of them here to have it in the 
record as the chairman wishes it at this point. 

In the Chattanooga area alone last year I believe that you testified 
that some $66 million was saved because of the TVA flood-control 
operations? 

Dr. Paty. That is correct. 

Mr. Evins. And that the floods in the area reached about the 
highest peak of floods in the area? 

Dr. Paty. Next to the highest of record. 

Mr. Evins. And that the tota] damage savings from flood control 
by the TVA system as a whole for 1936 amounted to nearly $135 
million? 

Dr. Paty. Since 1936, about $135 million. 

Mr. Evins. Mr. Chairman, it would not be my purpose to impose 
upon my colleagues or monopolize the time. I had only a very few 
limited questions. What I was trying to develop was the great bene- 
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tits of the TVA program from its power operations which we now have 
in the record. Also, the savings under the navigation program, which 
we have in the record, and the savings from flood damage which is now 
in the record. We have discussed some of the benefits of the fertilizer 
program. J] was trying to put them all in together so that we could 
assess a total of the benefits from the TVA, but we can pick them out 
from the various sections and have the totals. I have no further 
questions on flood control at this time. 


LOCAL FLOOD-CONTROL PROJECTS 


Mr. JENSEN. Is it customary for the Army engineers and the Bureau 
of Reclamation not to make any suggestions to an area where flood 
control might be necessary? I have been told that the Tennessee 
Valley Authority suggested to different areas they might have a flood- 
control program that the Tennessee Valley Authority could cure. 

Would you like to tell the committee if that is a fact? 

Mr. Waaner. I do not know of the instances that you refer to, 
Mr. Jensen. We do have a responsibility for flood control in the whole 
of the Tennessee Valley. We have made some investigations of the 
necessity for flood-control works at Chattanooga, but they were 
undertaken many, many years ago. I belive it was by request. We 
have also investigated the flood-control problem on the upper French 
Broad River, also in cooperation with the local people. The local 
flood-control program, which we talked about this morning, is being 
undertaken community by community at the request of the State 
planning commission, or in some instances the State and the local 
planning commissions together. 

Mr. Jensen. Do I understand, then, that you do not initiate, or 
that you do not suggest to a certain area or municipality that they 
should have a flood-control project? 

Mr. Wacner. I do not know that we have done that, Mr. Jensen. 
I think that if we felt that a community was subject to extreme flood 
hazard—if our studies showed that—we would feel an obligation to 
inform them about it. We would not want them to have the kind of a 
storm occur which we know very well might occur and do tremendous 
damage without advising them in advance that they were in that 
situation. 

That does not mean that we would recommend to them that they 
ought to have a flood-control project. It means that we would tell 
them, ‘‘Here is a flood-control problem, and you ought to know about 
it, particularly if you are going to build new developments in your city. 
You ought not to build them where they would be subject to flood.” 

That would be our purpose in advising them about the flood situation. 

Mr. JENSEN. One more question. 


REPAYMENTS 


Where we have multipurpose projects—hydroelectric, flood control, 
irrigation projects under the Army engineers and the Bureau of Re- 
clamation—the power end of them have interest payments in the 
amount of 2% percent; in some instances for the Corps of Engineers 
projects about 3 percent is paid for reclamation projects. For other 
projects of recent origin the authorization bill requires that they 
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pay the going interest rate, which the Federal Government must pay 
to borrow money. 

In the Tennessee Valley, is there any interest whatever paid on any 
part of that project in the Tennessee Valley in a multipurpose project 
that has flood control and power facilities? 

Mr. Waener. There is no interest paid on the flood control or 
navigation portions of the multipurpose projects. 

Mr. Jensen. Nor power? 

Mr. Wacner. No interest is paid, as such, on power. As you 
know, we do pay, under the 1948 act, into the Federal Treasury an 
amount which ultimately would recover the cost. 

Mr. Jensen. Of course, the amount you pay in on the principal 
that the Government is spending down there amounts to less than if 
you were paying 2 percent interest. 

Mr. Waaner. We earn a net return on the power investment of 
about 4 percent, and that is an investment that has been made at a 
time when the average cost of money to the Government was about 
2 percent. 

Mr. JensEN. Of course, you did not pay any interest. This $240, 
million that you have paid back from power revenues in the last 10 
years amounts to less than the interest would have amounted to at 
2 percent interest. 

Mr. WessenaAvER. No. That would not be so, sir. 

Mr. JENSEN. You figure it up. 

Mr. WessEnAveEr. Year by year? 

Mr. JENSEN. Figure it up my friend, year by year. 

Mr. WrssENAUER. I have figured it. It is not that much. 

Mr. Rapavut. Do you want a statement in the record on it? 

Mr. JeENsEN. Yes. Put a statement in the record. 

Mr. Rasavt. All right. 

(The information follows:) 


TVA power program, 2 percent imputed interest on Federal advances compared with 
actual payments 


Gross Imputed Actual payments 3 
invest- interest at 
Fiscal year ment from 2 percent on 
Treasury average Interest Payments 
as year invest- paid on under 
began ! ment 2 bonds 1948 act 


Millions 
of dollars 


DCO COBO ONE 


1 Includes appropriations used for power program (completed facilities and construction in progress), 
property transferred from other Federal agencies, and $65.1 million of bonds sold to Treasury and RFC, 
without deducting any repayments. 

2 Using average of gross investment at beginning and end of year. 

3 In addition to these amounts, $5.2 in bond interest and $23.6 million in bond retirements, and other 
payments to the Treasury were paid prior to 1948. 
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Mr. Jensen. I think that ts-all, Mr. Chairman. 
Mr. Ranaut, Are there any questions on flood control? 


TOTAL ANNUAL COST OF FLOOD CONTROL OPERATIONS 


Mr. Fenton. What-is the present total annual cost, to date, of 
flood control operations, including fixed charges and interest on the 
investment allocated to flood control? 

Mr. WaaGner. We will have to supply that, Dr. Fenton. I do not 
have-that figure available. 

Mr. Fenton. You do not know what percent interest? 

Mr. Wacner. What percent interest—I do not understand your 
question. 

Mr. Fenton. You would have to use the average interest, of course. 
What is the present total annual cost, and total to date, of flood 
control operations, including fixed charges and interest on the invest- 
ment allocated to flood control? 

Mr. Wacner. Of course, interest is not a cost to us on our flood- 
control operation. We do not pay interest on it. Again, that 
situation is the same as it is throughout the country. Interest is not 
paid on flood-control investments anywhere in the Nation, to the best 
of my knowledge. 

Mr. Fenton. Would you assume the average interest rate you 
would have to pay on a bond or something of that sort? 

Mr, Wacner. We can make some assumptions. 

Mr. Fenton. I would like to know what that would amount to. 

(The matter referred to follows:) 

The cost of TVA flood-control operations, including fixed charges and 
imputed interest at the rate of 2 percent per annum on the flood-control invest- 


ment are as follows: 
{Thousands of dollars] 


<7 ; — = 
Fiscal year | Totalto | Average 
1956 June 30, 1956 annual to 

June 30, 1956 


Operations, maintenance and depreciation $2, 513 $32, 054 | $1, 394 
Imputed interest at 2 percent per annum 3, 360 41,420 1, 801 
Total : , 5, 873 73, 474 3, 195 


Mr. Rasaur. Could I ask a question? 
Mr. Fenton. Yes. 

Mir. Rasaur. Off the record. 
(Discussion off the record.) 

Mr. Fenton. Give us what vou have. 
Mir. WaGner. Yes, sir. 


FLOOD-CONTROL BENEFITS 


Mr. Fenron. Has there been any factual study ever made to de- 
termine the actual incremental benefits the TVA operations would 
have on potential flood losses, based on operation of the flood-control 
and local protection facilities now in being or under construction by 
the Corps of Engineers? In other words, how do you determine your 
benefits? 








382 


Mr. Wacner. The benefit figure which Dr. Paty mentioned earlier 
of a total of $135 million since the first operation of the TVA system 
is based on the damage that has occurred with the floods as they have 
been regulated, compared with the damage that would have occurred 
if the floods had remained unregulated. 

To give you a concrete example, in this last winter’s flood in Chatta- 
nooga the river rose only 2 feet above flood stage, and damage was 
negligible. On the basis of surveys of the property which we had 
made in past years, we know that if that flood had gone to 54 feet, 
22 feet higher than it did—and it would have gone that high without 
our regulation—the damage in the city of Chattanooga would have 
been about $66 million. 

Mr. Fenton. I read that with considerable interest. 

Mr. Waener. That is the day the calculation was made in that 
case, Dr. Fenton. 

Mr. WesseNnaveERr. Perhaps Dr. Fenton was getting at the question 
as to whether or not some single-purpose flood-control project could 
have provided those benefits more cheaply than the multipurpose 
system. 

In making the allocation it was determined that the single-purpose 
flood-control system would have cost more than the amount that has 
been allocated to flood control in the multipurpose system, so that this 
is the cheaper system of the two on which you are comparing these 
savings and damages. 

Mr. Fenton. Is not such a determination essential to a proper 
evaluation of potential benefits of the TVA flood-control operation? 

Mr. WessenAvErR. It would be if that were a cheaper method but 
since this is the cheaper one, it is not necessary. It was done when 
the original allocation was made. 

Mr. Fenton. Furnish for the record detailed computations show- 
ing the derivation of the claimed flood-control benefits. Will you do 
that? 

Mr. Waaner. Yes, sir. That is going to be quite a bulky computa- 
tion, Dr. Fenton. 

Mr. Fenton. Why? 

Mr. Wacner. There has been a considerable number of floods that 
have been controlled through the years. 

Mr. Rasavut. How much of a job is that? 

Mr. Extior. I am a little confused as to whether we are talking 
about the damages averted in actual floods or the estimates of average 
annual benefits for the flood-control system. 

Mr. Rasaut. You want to know the estimated savings that actually 
could be recorded from what floods took place. Is that what you 
want, Doctor? 

Mr. Fenton. Yes. 

Mr. Extror. I think that can be supplied. 

Mr. Rasavt. All right. 

Mr. Jensen. If you will yield to me, Doctor 

Mr. Fenton. Yes. 

Mr. Jensen. I can see where it would be quite a job to furnish 
that information, due to the fact that I understand about 50 percent 
of the land that is now treated for flood control, or that did suffer 
flood damages before TVA was built, is now permanently flooded. 
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That is, about 50 percent of that land that used to flood occasionally 
is now permenently flooded by the impoundment of the water of the 
TVA area 

If yc. were to attempt to evaluate flood damages, you would 
necessarily have to evaluate the damages to all of that land that is 
under water now, as well as to evaluate the damages because of floods 
that have occurred since all of that land has beeni nundated. That 
would be quite a problem. 

Mr. Rasaut. Would the supplying of this delay supplying us 
with this transcript? Would this delay the preparing of this tran- 
script or would we be just as satisfied if that were submitted later to 
the committee? 

Mr. Fenton. Is it going to be that big a job? 

Mr. Ex.iorr. It depends on how much detail you would like 
supplied, sir. I think the question asked for rather a complete 
count. We can furnish a summary of the estimated average annual 
benefits rather readily. 

Mr. Rasavut. Could we put a summary in the record and supply 
the balance of the information to you and you can decide what you 
want? 

Mr. Fenton. Fine. Will you do that? 

Mr. WaGNer. Yes, sir. 

Mr. Fenton. I do not want to clutter the record or anything like 
that. 

Mr. Rasaut. I know it. The Doctor is new on the committee. 
I know his disposition. It is anything but what it might appear to 
be by asking that question. He does not want to load the com- 
mittee with a big job. There is probably some reason why he wants 
to have it, whatever it is, and let him clear it with you. See that you 
supply what he wants, but put a summary of it in the record. 

Mr. Fenton. Submit it to me individually, if you will. 

Mr. Razaut. Do you have more questions? 

Mr. Fenton. That is all. 

(The summary follows:) 


98528—57——25 
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DERIVATION OF FLOooD-CoNnTROL BENEFITS 


The following tabulation shows the estimated average annual benefits that 
accrue from flood-control operations of the TVA multiple-purpose reservoir 
system: 


Tennessee River Basin: 


Pen... ooo. ee te. S eR Bet Se a SOU $4, 667, 000 
mummers stl Site ko Dl, hk 6s ee ee ont 67, 000 
BUN is hoi mhcaiw ace d oe whe He ma SS gst 26, 000 
rire. beak talkes a abcde dosnt ae tenn teean he ae ae ae 19, 000 
IIE Te OR re a ie dima spear ay ti orm a a 21, 000 
RUE Ties bt Ue eke ee cana ad 15, 000 
PmmmeeretU Gur e On. Sb sUel Uae eile eee 93, 000 
RIE 9 A gga ak moe apni ato ee Ge a wh a 48, 000 
Other __-__- 


See el mad 10, 000 


Agricultural MR es eee ie. Sane ee se ne 465, 000 


eet Se Bee Te et eS ote od. 5, 431, 000 
Lower Ohio and Mississippi Rivers: 

Benefits to railroads, highways, crops, and property___-------- 1, 244, 000 

Peaucea tevyee mainsvenance.... .. .... --.. sk kt sete 120, 000 

SP OMA CE WOON. ee oe Nie ee eee ad 4, 500, 000 

NN no a as rh ae a ee. 5, 864, 000 

Ss cies =. seb Stern See Miele ge eee See 11, 295, 000 


The benefits in the Tennessee River Basin are the damages that would have 
been prevented in floods of record from 1867 to 1950, assuming 1948 status of 
development and values. The total damage in all floods occurring in the period 
of record (ranging from 48 to 84 years) was divided by the number of years of 
record to obtain the average annual damage. 

In Chattanooga, a count of all properties affected by floods reaching heights of 
58, 53, and 48 feet was made in 1938, and the properties were classified as to resi- 
dential, commercial, or industrial use. Damage to residential property was 
estimated from the type of construction, number of stories and rooms, and depth 
of flooding. Unit damage rates were based in part on results of a house-to-house 
survey of the actual damage caused by the 1937 flood at Paducah, Ky. Separate 
appraisals were also made for each industry with the aid of the owner or manager 
if possible. Indirect damages were computed for loss of wages, loss of industrial 
output as represented by the value of products less manufacturing costs, loss of 
profit on retail sales, loss of receipts of utilities, and relief expenditures. These 
damages were on the basis of the dollar value as of 1938. 

To account for the expansion in Chattanooga, subsequent to 19388, the new 
development was surveyed in 1948. New industrial and commercial buildings, 
new additions and alterations to old buildings, new dwellings, and new public 
buildings were appraised together with their contents. Whenever possible, the 
amounts of damages were obtained from the owner or from a responsible repre- 
sentative who was in a position and who had the knowledge to evaluate them. 
These damages were, therefore, on the basis of the dollar value as of 1948. For 
new dwellings, the unit damages per room established for the 1988 survey were 
doubled to place them on the 1948 basis of values. 

To obtain the total damage as of 1948, the damage for the 1938 status was 
doubled and then added to the new construction between 1938 and 1948. 

To determine the annual flood damage at Chattanooga, natural peak stages of 
all past floods since 1867 were applied to the damage curve. Peak stages as regu- 
lated by the TVA reservoir system were also applied to the damage curve. The 
difference between the natural and regulated damage is the damage prevented by 
the TVA system. 

The average annual benefit at Chattanooga is the sum of the damage prevented 
in all floods divided by the number of years of record. This amount is $4,667,000. 
This does not include floods occurring sinee 1950. 

Damage at Dayton, Tenn., was determined in 1954 in a manner similar to that 
for Chattanooga. 

Damage at the other communities tabulated above was determined with less 
detail than at Chattanooga because their flood problems are less serious. In gen- 
eral, a count of houses and other buildings subject to flooding was made from 
maps, and a unit value was assigned which depended on the depth of flooding 
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The unit values were intended to represent the dollar value as of 1948, and are, 
therefore, comparable with the damages determined for Chattanooga. LEsti- 
mates on this basis were made for Knoxville, Loudon, Lenoir City, Clinton, 
Kingsport, and Elizabethton. 

Several other towns such as Kingston, Soddy, Jasper, South Pittsburg, Bridge- 
port, Decatur, and Florence would have small flood damages prevented by the 
TVA system; but separate determinations have not been made. In addition, 
industries located outside city limits will receive flood-control benefits which are 
not included with the cities. An allowance of $10,000 per year has been included 
for this group. 

Between the tributary dams and the Tennessee River and in the Tennessee 
River reservoirs above normal pool levels there is a large area of agricultural land 
which is given flood protection during the crop season. The portion of the land 
lying closest to the tributary dams is almost completely protected against the 
maximum summer flood, but that lying farther downstream receives a decreasing 
degree of protection as the distance from the tributary reservoirs increases. 
Based on the assumption of a crop damage of $10 per acre in May and $30 per 
acre in later months, the average annual damage prevented was computed to be 
$465,000. 

Benefits to railroads, highways, crops, and property on the lower Ohio and 
Mississippi Rivers not protected by levees were based on the average damages 
prevented in all floods in the period of record at Cairo, Ill. Damages were com- 
puted from a survey made in 1938. These values were doubled to put them on 
the 1948 basis. 

Increased value of land on the Mississippi River, due to greater security from 
floods, was determined in the 1938 survey to be $150 million. On the basis of 
an interest rate of 3 percent, the average annual value of this increase is $4,500,000. 
This amount (based on 1938 status) was not increased to 1948 status because it 
is a difference between land values with and without better flood protection 
resulting from the operation of the TVA reservoir system. 

Estimated benefits given above do not take into account the record of floods 
after 1950. A review of flood benefits is now in progress, taking into account 
also those floods which have occurred since 1950, and based on a more recent 
status of development and values. 


Mr. Rasavut. Mr. Budge? 
Mr. BupaGe. No questions. 
Mr. Rapavut. Are there any further questions on the flood-control 
operations? 
Power OPERATIONS 


We will take up power operations. We will insert pages 46 to 50 
in the record. 
(The matter referred to follows:) 
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Tennessee Valley Authority.—Schedule B-1. Power operations (for fiscal years 
ending June 30, 1956, 1957, and 1958) 


’ 


1956 actual | 1957 estimate | 1958 estimate 


i— _ ee 





Income: 
Operating revenues: 
Sales of electrie energy: 
Municipalities and cooperatives. 
Commercial and industrial 


| 


$75, 100,000 | $83, 200, 000 





} 
> | 33, 550,000 | 44, 810, 000 
Federal agencies atts oT on ‘ i } | 126, 360, 000 125, 690, 000 
Electric utilities... _- ae ’ 166, 189 | 190, 000 1, 680, 000 


Lisled : ad 218, 800,182 | 235, 200, 000 255, 380, 000 
nies — i i 706, 945 | 893, 000 1, 071, 000 


Total outside sales 
Rents and other revenues 


Total operating revenues, exclusive of interdivi- | | 
sional sales and rents | 219, 507,127 | 236,093,000 | 256, 451.000 











Incidental income from recovery of operating expenses: | int — 
Interchange power delivered aun 136, 750 | 250, 000 250, 000 
Sales promotion < 138, 228 | 143, 000 | 145, 000 
Other-___- hn ake - , ‘ ; 196, 995 | 197, 000 | 199, 000 

—— — | | 

Subtotal sg 471, 973 590, 000 | 594, 000 

Interest from long-term receivables 4 bu 344 1,000 1,000 
Total incidental income (note 1) 472, 317 | 591, 000 "595, 000 
Total income... : : . 219, 979,444 | 236, 684, 000 257, 046, 000 
Expenses: Ape SiS a 

Production | 
Generation. __ 106, 247, 668 | 116, 829,000 130, 199, 000 
Purchased power | 838, 980 82, 000 
Interchange power received 1, 565, 737 

‘Total production expense | 108,652,385 | 114, 911,000 130, 199, 000 

Transmission - : a 8, 015, 487 8, 311, 000 8, 712, 000 

Customers’ accounting and collecting. | 152, 033 173,000 } 182. 000 

Sales promotion 658, 912 762, 000 | 779, 000 

Payments in lieu of taxes { 4, 147, 654 4, 750, 000 | 5, 498. 000 

General operating expense , 633, 030 6, 091, 000 6, 440, 000 

Interest on funded debt 42,187 | 

Other expense- 103, 940 109, 000 110, 000 
Total operating and interest expense . 127, 405, 628 137, 107, 000 151. 920. 000 
Less interdivisional sales and rents (note 2)-- 2, 135, O89 2, 240, 000 } 2 240, 000 
Total direct expenses a 125, 270, 539 134, 867, 000 149, 680, 000 

Distribution of administrative and general expenses | 

(schedule B-5 1, 344, 834 1, 475, 000 } 1, 500, 000 
Total : 126, 615,373 | 136, 342,000 151, 180, 000 
Allocated from multipurpose reservoir operations 1, 409, 205 1,628, 000 | 1, 679, 000 
Total expenses he fore depreciation 128, 024, 578 137, 970, 000 | 152, 853, 000 

Depreciation on power facilities 36, 845, 478 10, 000, 000 | 42. 500. 000 

Depreciation allocated from multipurpose reservoir oper- 

WONG oe 2oesss 1, 250, 221 1, 260, 000 | 1, 260, 000 
Total expenses ‘ 166, 120, 277 179, 230, 000 196, 613, 000 
Net income from power operations 53, 859, 167 57, 454, 000 60, 433, 000 


Notr.—In accordance with the uniform system of accounts prescribed by the Federal Power Commis- 
sion, TVA’s published financial statements reflect these items as follows: (1) Incidental income is deducted 


from the appropriate operating expense; (2) interdivisional sales and rents are included in operating 
revenues. These departures are made herein for clarity of presentation for budgetary purposes 


PowER OPERATIONS (SCHEDULE B-1) 


The total energy to be supplied to the power system from the generating 
facilities of TVA, the Department of the Army on the Cumberland River, and 
the Aluminum Company of America on the Little Tennessee River is estimated 
to be 67.5 billion kilowatt-hours in fiscal year 1958, about 8 billion kilowatt-hours 
greater than the energy supplied to the system in fiscal year 1956, and about 
5 billion kilowatt-hours above the estimated supply in fiscal year 1957. 
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The disposition of the energy is expected to be as follows: 


Billion 
kilowatt- 

hours 
Sales: iniéludhige interdiviniinal. . 2 202940 ie ot eae 62. 57 
Interchange deliveries to other systems_____________.-------------- {HAR eS 
Deliveries to Alcoa under Fontana agreement___.....___-------------- 2. 02 
‘Frandmission losses and station wees. 220 ee Li eo “ee ake 2. 82 
Wee ee 8 UN ND SED Pe ee 67. 49 


The net income from power operations, after depreciation, for fiscal year 1958 
is estimated to be $60.4 million, representing a return on the average net invest- 
ment in the power program during fiscal year 1958 of about 4 percent. The 
estimates assume average streamflow conditions for the current fiscal year and 
during fiscal year 1958. Better than average streamflows could produce an 
increase in net income over the estimates. Under significantly subnormal 
streamflows, such as have been experienced in the recent past, the net income 
would be noticeably reduced by increases in production expense. 


POWER REVENUES 


Sales of electric energy, exclusive of interdivisional deliveries, are expected to 
increase in fiscal year 1958 to about 62.0 billion kilowatt-hours, compared with the 
estimate of approximately 57.6 billion kilowatt-hours in fiscal year 1957 and the 
actual of 53.3 billion kilowatt-hours in fiscal year 1956. 

The forecast of energy requirements for fiscal year 1958 reflects a steady in- 
crease in the use of power in the homes, on the farms, and in the business and 
industrial establishments in the region. Power used by Federal agencies is ex- 
pected to continue at approximately the same level experienced in fiscal year 
1956. The requirements of other users in fiscal year 1958 are estimated to be 
about one-third more than the actual of fiscal year 1956. 

Revenues from the sale of electric energy, exclusive of interdivisional sales, are 
expected to increase from $218.8 million in fiscal year 1956 to estimates of $235.2 
million in fiseal year 1957 and $255.4 million in fiscal year 1958. The power 
contract with the city of Memphis expires June 1, 1958; the increase in sales to 
electric utilities includes deliveries during June to the city of Memphis under an 
interim agreement covering the period before the new steam plant being con- 
structed by Memphis is placed in operation. 


POWER EXPENSES 


Assuming average streamflow conditions for fiscal year 1957 and fiscal year 
1958, total direct power operating expenses are estimated to be $149,680,000 in 
fiscal year 1958 and $134,867,000 in fiscal year 1957, compared with the actual of 
$125,270,539 in fiscal year 1956. Most of the increase is in power production 
expense, reflecting the fact that more energy is obtained from the new steam 
plants in supplying the increased requirements. 

Variations in total production expense from year to year are detailed in the 
following breakdown of production expense totals: 


Actual, 1956 Estimated, 1957 Estimated, 1958 


Billion Thou- Billion Thou- Billion Thou- 


kilowatt- sand kilowatt- sand kilowatt-/ sand 
hours dollars hours dollars hours dollars 
Generation: | 
Hydroelectric. ; 14.41 | 9, 299 16. 20 9, 278 17.14 10, 468 
Steamelectric . : 43.07 | 95, 280 46, 28 105, 804 50, 35 | 118, 122 
Other generation expense - - - 1, 668 1, 747 sind 1, 602 
Total generation -- piahan ‘ntl 57. 48 106, 247 62. 48 116, 829 67. 49 130, 199 
Purchased power. ay : . 28 839 . 03 82 | 
Interchange received ..__- 1, 87 1, 566 cae 
Total production expense- inal 59.63 | 108, 652 62. 51 116, 911 67. 49 130, 199 
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Fuel cost in burning 20.3 million tons of coal represents about 82 percent of the 
direct steam generation expense; of the $24 million increase in generation expense 
between fiscal years 1956 and 1958, $18.5 million results from added coal costs. 

The above estimates of production expense are based on the energy actually in 
storage in the summer of 1956, and the assumption of average streamflows there- 
after, with due consideration for the amounts of storage reserves which must be 
maintained to carry loads in subsequent periods. Great variations from the 
estimates for steam-electric production and interchange transactions can result 
from changes in streamflow conditions or in power requirements. Variations 
can also result from changes in fuel costs and transportation rates. 

The increase from year to year in transmission expense and other costs reflects 
the requirements for operating and maintaining the growing power system needed 
to supply the expanding loads in the TVA power service area. 

The estimates of payments in lieu of taxes are based on revenues from the sale of 
energy, exclusive of deliveries to Federal agencies, during the preceding fiscal vear, 
in accordance with provisions of section 13 of the TVA Act, as amended. The 
estimated payments for fiscal years 1957 and 1958 are each approximately 5 
percent, as prescribed by law, of such revenues for the respective preceding vears. 


EXPENSES AND REVENUES 


Mr. Ranaut. You seem to be rather steadily underestimating your 
total expenses on power operations. For example, last year you 
estimated expenses for 1956 at $161,002,000, and this year you show 
they were actually $166,120,277 in 1956. Last year you estimated 
$173,220,000 as expenses for 1957. This year vou show them as 
$179,230,000. 

There is quite a difference there in both those years. What is the 
cause of it? 

Mr. Wessenaver. Mr. Chairman, the best we can do each year 
in preparing the budget, as far in advance as we do, is to give you an 
estimate of what would happen under normal conditions. The actual 
vear we experience may be different from that. It may be drier, or 
there may be a different volume of business from what we anticipated, 
so that in projecting 24 years ahead, we do the best we can. 

Mr. Rasavur. You think you are doing the best you can? 

Mr. WessENAUvER. We try to, sir. 

Mr. Rasavur. Well, we just want to know. 

Mr. Wessenaver. For example, we are estimating in this document 
for fiscal year 1957 a net income of about $57% million. Our per- 
formance is going to be a little better than that. 

Mr. Rasavut. The bottom line on page 46 shows that vour expenses 
are increasing at a faster rate than your net revenues. For example, 
from 1956 to 1957, expenses are up $13 million, and revenues are up 
$3.6-million, but from 1957 to 1958 expenses are up $16 million, while 
revenue will increase only $3 million. 

Does this indicate a trend which may continue? 

Mr. WessENAUER. One thing I would like to comment on there is 
this, Mr. Chairman: The year 1956 was a drier year than normal, so 
that when you are comparing the change from 1956 to 1957, you 
would get the gain from a dry vear to an average year. Therefore 
the change from 1956 to 1957 would be greater than the normal 
change between 2 average years, as reflected in the estimated change 
between 1957 and 1958. 

SALES PROMOTION 


Mr. Rasavut. What specific activities are included in the sales 
promotion item for which you are programing $779,000? 
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Mr. Wessenaver. Those activities are related to assisting the dis- 
tributors in helping the consumers to make more effective use of 
electricity. You will notice, Mr. Chairman, that up in the income 
section there is an item of about $145,000 which is paid in on account 
of that program, so that the net amount is six-hundred-thousand-odd 
dollars. 

Mr. Rasavt. Here is an item of $779,000. Why do you have to 
do that? Why do you have to have this “system” business? 

Mr. WressenaveEr. All power systems undertake such work in con- 
nection with the use of power. There are questions raised by cus- 
tomers as to use in the home, use on the farm, use in industry. 

Mr. Rasaut. Give us a specific example. 

Mr. WesseNAvER. For example, one program which has been very 
effective and useful has been in connection with farm water systems. 
We have undertaken to work with the distributors. and the States’ 
health services, to improve farm sanitation. 

Mr. Rasavt. Do you not transfer this power to distributors? 

Mr. WessENAUER, Yes, sir. 

Mr. Rasaut. Why cannot the distributors do the work? Why 
should you spend three-quarters of a million dollars? 

Mr. Wessenaver. They do the larger share of it. Distributors 
spend $1.23 per customer for this kind of work and we spend about 37 
cents. Other utilities in the country are spending on the average 
about $2.82 per customer. It is a normal activity designed to assist 
the consumers in making more effective use of electricity. 

(A short recess was taken.) 

Mr. Ranaut. Are there any questions now on power? 

Mr. Evins. Yes, Mr. Chairman. 

Mr. Ranaut. Mr. Evins. 

Mr. Evins. Mr. Paty or Mr. Wessenauer, is this minimum budget 
of $14,782,000 the amount submitted by the TVA to the Bureau of 
the Budget? The budget figure is $14,782,000. My question is was 
this the amount that the TVA Board submitted to the Bureau of the 
Budget? 

Mr. Van Mot. No, sir. 

Mr. Evins. Would you supply the committee with the amount the 
TVA requested from the Bureau of the Budget? 

Mr. Van Mot. The TVA requested $14,843,000. 

Mr. Evins. Then this budget request did not embrace plans for any 
power increase or new starts to the TVA system? 

Mr. Wessenaver. Mr. Evins, you will note in the President’s 
message that this budget was predicated on the assumption that the 
revenue bond financing legislation would be enacted during this session 
of Congress, and that subsequent to that, the question of new power 
generating facilities required would be examined. ‘There was a tenta- 
tive estimate contained in the budget message reading as follows: 

Pending this reexamination, an authorization of $30 million for construction of 
a new unit of about 180,000 kilowatts at an existing steam plant is included in tne 
budget under proposed revenue bond legislation to meet power needs of the area. 

Mr. Evins. In other words, both the TVA Board and the Bureau 
of the Budget submitted this budget upon the basis of the fact that 
some financing legislation would be enacted by the Congress? 

Mr. Wessenaver. During this session. 

Mr. Evins. During this session of Congress. To repeat an earlier 
question, in the event Congress does not enact such legislation, then 
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the Bureau of the Budget and the TVA Board will have to reconsider 
the fund needs for additional power in the area? 

Mr. Wessenavuer. That is correct. 

Mr. BupGs. Would the gentleman yield? 

Mr. Evins. I vield. 

Mr. Bupexr. With that situation prevailing, and a shortage of 
power in the area, I would like them to put some kind of a statement 
in the record in answer to the chairman’s question as to why thev 
propose to spend three-quarters of a million dollars this year to 
promote the sale of power. 

Mr. Wrsssenavusr. Mr. Budge, it is not so much in the direction 
of promoting the sale of power as it is in the direction of making 
more effective use of the power that is available. Our distributors 
have the major part of this expense. We pay, I would say, roughly 
a fourth. 

Mr. Buper. Why do you list it under “sales promotion” then? 

Mr. Wessenaver. That is the terminology used in the FPC 
classification of accounts. Therefore, we use that same terminology. 
That is the only category for reporting such expenditures. 

Mr. Buper. You compared yourselves a few minutes ago to a 
private utility. Their business is the sale of power which they have 
available for sale. Here when you find yourself in the situation 
that the gentleman from Tennessee has just described, it seems to me 
you would be wanting to do just the reverse. That is why I cannot 
understand your spending three-quarters of a million dollars to 
encourage the sale of more power which you do not have to sell. 

Mr. WesseNAvER. Mr. Budge, I think the TVA Act which the 
Congress passed says just the reverse. One of the purposes of TVA is 
to promote the abundant use of low-cost power. 

Mr. Evins. I think Mr. Wessenauer has answered the gentleman’s 
question. I could point out the provisions of the basic act. It calls 
for the widest distribution of electric power at the lowest price pos- 
sible. Basically, that is what the language of the act provides. 

Mr. BupGr. That was with relation to hydropower. It did not re- 
late to the situation that now confronts the TVA system. 

Mr. Taser. It did not relate to selling it below cost, though. 

Mr. Evins. I am sure the TVA does not concede that, Mr. Taber. 

Mr. Taper. It did not relate to that; did it? 

Mr. Evins. No. 

Mr. Taser. That is not the proper interpretation of the act. 

Mr. Evins. They are not selling it below cost, as was pointed out 
with figures here earlier. 

Mr. Taser. Oh, yes. 

POWER SUPPLY 

Mr. Evins. The 1950 Federal defense agencies used less than 2 
billion kilowatt-hours of TVA power, about 14 percent of TVA 
capacity. Last year, 1956, Federal agencies used 30.5 billion kilo- 
watt-hours of TVA power, or 57 percent of TVA power output. 
This, of course, represents, during these 6 years, a tremendous in- 
crease in demand for our Federal defense agencies. 

My question is, will this demand for power from the Federal 
defense agencies continue to increase at such a tremendous rate, 
and if so, will TVA be able to supply this demand while at the same 
time continuing to provide power for its industrial and normal needs? 
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Mr. Wessenaver. Mr. Evins, the great increase between 1950 
and 1956, of course, was due to the expansion and addition of facilities 
in that area by the Atomic Energy (ommission. As far as I know, 
they are not now planning any increases in those installations, so 
that I do not anticipate that growth of Federal use would continue 
at the rate experienced during the past unless some national defense 
requirement would dictate location of further facilities in that area. 
However, I would think that any installation would have some normal 
changes in use of power which might reflect itself in modest increases 
in use. 

Mr. Evins. In 1950 the Federal Government used about 14 per- 
cent of TVA power capacity. Do you have percentagewise the 
amount of power used by the Federal Government from TVA’s out- 
put for last year, or for the past few years? It is given in numbers 
of kilowatt-hours, but not percentagewise, for your entire generating 
capacity? 

Mr. WessEenAveErR. In 1956 the Federal use in my recollection is 
about 53 or 54 percent, and during this past year it was about in 
that order of magnitude. 

Mr. Evins. In other words, approximately 50 percent of the total 
power output goes to the Federal Government? 

Mr. WessenaAver. That is right. 

Mr. Evins. Will you supply for the committee the estimated power 
needs of the TVA area for 1958, both for commercial use and defense 
purposes? 

Mr. WressENAvUER. Yes; I can supply that. 

(The information follows:) 


Of the power TVA expects to sell in 1958 approximately half is expected to go 
to Federal installations and about one-quarter to defense-related industries. 


Mr. WessENAvER. You mean by defense purposes, Federal use? 

Mr. Evins. Yes. 

Mr. Wessenaver. Because a lot of the industrial use of power is 
by industry which has defense significance. 

Mr. Evins. Do you consider the money that is recommended in the 
existing budg et adequate to supply these needs? Do you consider it 
sufficient? 

Mr. Wessenaver. The amount of money for power purposes in the 
appropriation fund category of $1,700,000-odd is the amount required 
to complete projects which had been started with appropriated funds, 
and is adequate for that purpose. We have under way some units 
being financed from corporate funds, that is, by revenues derived from 
the sale of power, and those units will take care of projected needs 
through the winter of 1959-60. 

As I indicated earlier, we have the expectation of revenue-bond 
legislation being enacted in time to permit financing of additional 
generating capacity to take care of the needs represented by the 
growth between the winter of 1959-60 and 1960-61. 


PAYMENTS IN LIEU OF TAXES 


Mr. Evins. Mr. Chairman, since reference was made earlier to the 
lack of taxes being paid by TVA with power operations I think we 
should refer to page 46 of the power operations. 

Mr. Rapavut. Will the gentleman yield to me? These are taxes 
relative to power? 








392 


Mr. Evins. That is right. 

Mr. Rasavrt. All right. 

Mr. Evins. Payment in lieu of taxes for 1956 was $4,147,654. 
Payment in lieu of taxes in 1957 is given as $4,750,000, and payment 
in lieu of taxes for 1958 is an estimated figure of $5,498,000. 

Mr. Jensen. That was to States? 

Mr. Evins. That is correct. 

Mr. Jensen. Nothing to the Federal Government? 


REPAYMENTS 


Mr. Evins. We have already pointed out the requirement of re- 
payment into the Federal Treasury, and that TVA is far ahead of 
schedule with repayment. TVA has paid into the Federal Treasury 
more than $240 million. 

It is true that the 1948 act calling for these repayments to the 
Treasury did not call them interest. But let us examine them in the 
terms that would be required if we’d label part of these annual pay- 
ments “‘interest”’ and part of them ‘‘repayments.”’ 

The total investment of the Federal Government in the TVA power 

system was $1,337 million. As nearly as I can verify, the average 
cost of money to the Treasury last year was not more than 244 percent. 
Assuming this, the interest on the Federal investment would amount 
to about $33 million. Assuming repayment on a 50-year basis, the 
annual amortization would be about $26 million. So that the $59 
million actually paid to the Treasury last year would cover more than 
both interest and amortization. 

All of this that we are repaying into the Federal Government, 
suppose we call part of it “repayment” and part of it “interest.” 
Then I submit that the total investment of $1,337 million in the power 
program, with $59 million actually paid into the Treasury last vear, 
that this figure would cover both interest and repayment. 

Mr. JeNnsEN. I would like to see that all explained. 

Mr. Evins. In other words, the Treasury would borrow the money 
at 2 percent. Assuming this to be the interest rate on the amount of 
the Federal investment— 

Mr. Taper. Did you say 2% percent? 

Mr. Evins. Yes. 2% per cent. 

Mr. Taper. But they do not. 

Mr. Evins. Let us consider that as the going rate of interest within 
the Government which it is required to pay. On the entire Federal 
investment of $1.337 million, this interest would amount to $33 
million. Allright. If you add 2% percent on the power investment, 
the interest would amount to $33 million. 

Last year TVA paid into the Treasury $59 million, so if you would 
subtract the $33 million—as an interest cost—that will leave you a 
$26 million figure above taxes to be considered for repayment, so when 
you require a repayment into the Treasury, the amount that is being 
repaid can be considered both interest and repayment. 

Mr. JENSEN. You must admit, though, that if they are paying 
interest, that they will have paid $33 million more into the Treasury 
of the United States. You will admit that? 

Mr. Evins. I will admit that. What I am saying to my colleague 
is that they have paid that amount, which can be considered as 
interest, plus more, because of the statutory requirement. 
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Mr. JenseEN. You can cut it any way you want to, but it is still 
baloney, Mr. Evins. It is still baloney to me. 

Mr. Evins. It happens to be a fact—a true fact. I am sure the 
gentleman would consider anything concerning TVA as baloney, but 
what I have given him are the true facts of the situation. TVA has 
paid back into the Treasury more than would be required by interest 
payments. 

Mr. Jensen. I have dealt in figures too long to be convinced with 
any kind of an argument like that. 

Mr. Evins. I am sure I would not be able to convince my friend— 
who on this subject, I fear, has a closed mind and is not interested in 
light. 

Mr. JENSEN. You knew you would not. 

Mr. Taser. You knew in advance. 

Mr. Jensen. You knew before you started you would not convince 
me. 

Mr. Evins. I wanted these figures put in the record. 

Mr. Bunce. Off the record, would you yield to me? 

Mr. Evins. I will yield to the gentleman off the record or on the 
record. 

Mr. Bupar. Take your choice. 

Then how long would it take for TVA to repay the investment of 
the Federal Government, figuring the way you are figuring it there 
now? 

Mr. Evins. I think the gentlemen who are furnishing testimony to 
the committee are quite capable of answering the gentleman’s 
question. 

Mr. Bupaez. It would be about 250 years, would it not? 

Mr. Evins. I want to repeat that the TVA is far ahead of the 40- 
vear amortization payment and that payments into the Treasury are 
so in excess of the statutory requirements that if you considered part 
of it as interest, still they would have paid the interest, plus some 
additional amount, into the Treasury. 

Mr. Bupa. Yes, but that additional amount would not pay off 
the investment in 250 years. 

Mr. Evins. The Board is complying with the statutory require- 
ments, and more. 

Mr. Jensen. It is pretty easy to comply with, I would say, Mr. 
Evins. 

Mr. Evins. That is all at the moment, Mr. Chairman. 

Mr. Razsavur. Mr. Jensen, do you have any questions on power? 

Mr. Jensen. Yes. I have a few questions. 

Mr. Rapautr. Power operations. 





TVA POWER AREA 


Mr. Jensen. The TVA has expanded their power area to some 
degree, have they not? In the past few years? 

Mr. Wessenaver. What is that, sir? 

Mr. Jensen. You have expanded the area in which you furnish 
TVA power? 

Mr. WessenAvER. The area has remained practically static, Mr. 
Jensen, since 1945. 

Mr. Jensen. You have greater power-producing facilities now? 
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Mr. Wessrenaver. Oh, yes. 

Mr. Jensen. And hence, your TVA power flows into a big grid. 
Part of that grid is private utility grid, is it not? 

Mr. Wesspnaver. We are connected, Mr. Jensen, with all of our 
neighboring utility systems. 

Mr. Jensen. Yes. Naturally the more power you produce the 
more power you integrate with your private power systems, and 
naturally, they furnish power to a larger area and hence, your TVA 
power is carried into greater areas. That is just A B C, is it not? 

Mr. Wessenaver. I am not following you, Mr. Jensen. We are 
not distributing the power into any greater area as a result of the 
recent additions of capacity. 

Mr. Jensen. Are you not selling more power to private utilities 
than you did in 1945? 

Mr. WessENAvuER. No, sir. Less. 

Mr. JENSEN. You contend, then, that your power distribution ares 
has not increased since 1945? 

Mr. WessEenAvER. Not any major expansion, sir. There have 
been a few communities within the area. 

Mr. JensEN. You have had some expansion? 

Mr. WerssENAvER. Within the area. 

Mr. Jensen. Within the area? 

Mr. WessENAUER. Yes. 


DELAY IN PLANT COMPLETION 


Mr. JENSEN. The Federal Power Commission and the General 
Accounting Office reports and records indicate that completion and 
operation of a great many TVA steam electric plant units were 
delayed up to as ‘much as 18 months over that originally reported or 
scheduled. 

Will you furnish for the record a list of the various units that were 
delayed and the extent of delay on each? Is that statement correct 
that the General Accounting Office and the Federal Power Commission 
reports indicate that completion and operation of a great many 
steam electric plant units were delayed up to as much as 18 months 
over that originally reported or scheduled? 

Mr. Wrssenaver. Certainly not many. A few were delayed 
long time in manufacture because of strikes. Some were delayed for 
a shorter period of time, which is normal in any construction program. 
We can supply for the record such a list. J assume that you would 
like the reasons for the delay? 

(The matter referred to follows:) 
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Original inservice Actual | Months 
Project and unit date given to | inservice | gained or 
Congress date | lost (—) 
} | 
Johnsonville: | | 
a INR SI CHR AY. ...-..-| January 1952- -.--}| Oct. 27,1951 | 2.1 
Os ab eeulet teh sieadh saeaanaees adegpeaebataeedcabas Mareh 1952.....-...---| Nov. 28, 1951 | 3.1 
a. ata ie keGnegaltneeenaemetan May 1952. - - -- ----| Feb. 6, 1952 | 2.8 
Oishigd SitiiaGenoisin-e. dake Ook 1.alee. pi Ur oie | Apr. 8, 1952 | 7 
= = 3 eo SS FOE eae | Nov. 10,1952 | 4.7 
e. 234 ‘ | June 1953_.............| Feb. 22,1953 | 3.2 
Widows Creek: 
eos : wsdl esucneapeidine Sams n gee iongucdeeninel an aL <a pie saly 1,19637-.....<... 
9 Rats ets 8 . ...------| September 1952.......-. Oct. 6, 1952 | —1,2 
BA. naeees ie Bae ee ears oe sine a tec aa ree Nov. 7, 1952 —2.2 
- AEE Cau ae teed | ES aetaame November 1952_.......| Jam. 23, 1953 —2.8 
Sacati3 nigh ovactahen Metdaesda~teheeb ebaeeaees | March, 1954.....-....-- June 3, 1954 —3.1 
6:.: Soomiea ea Seeeaeeen nenvaccccce! DEED LOB ac atecsasscae] SUN) Bi, keee —2.6 
Kingston: 
ll a caclariianil gl eine ale ee .----| February 1953.......-- Feb, 8, 1954 —12.3 
@.... wig hsdchueiethe belgees J b . | April 1953 .....| Apr. 29, 1954 ~13.0 
De Dita Pena OES | June 11, 1954 —12,4 
4. eeaie | August 1953__.......-- | July 27, 1954 | —11.9 
Wee bo Sisk 5 coe pa uce dca ee September 1955_... ---| Jan. 18,1955 | 7.4 
8. 550 Bon acy Sti Welncmaisbbbndin sald eaee November 1955.......-| Mar. 3, 1055 | 7.9 
Webs bu Nabsetsatasbiae : . .-| February 1955--_-- | May 6, 1955 <3.2 
Ogi 04h 86> d~o deen db gba osacode cageicnsenadeaete April 1955. ..-........- Aug. 3, 1955 —4.1 
9.. nagockdapapensanecsuysesendinunn bandh a ben scethsare. aie —1.0 
Shawnee: 
a ee a ae eee eee en October 1952__...-.- Apr. 9, 1953 —6.3 
2 --| December 1952........| June 21, 1953 | ~6.7 
3 .-| February 1953.........} Oct. 10, 1953 —§.3 
4 3 . .--}| April 1963....... ----} Jan. 8,195 | —9.3 
G55 BAUGLitoan ‘ b£Ch is. ice ELL le a ek a Oct. 1, 1954 | 6.0 
6 ‘. ‘ June 1955_._.....-- .| Nov. 1,1954 7.0 
7 | August 1954.__._._____| Dee. 23, 1954 —4.8 
8 October 1954_ _.. Mar, 15, 1955 | —5.5 
y November 1954_.......| July 19, 1955 —8. 6 
10 | January 1955___- Oct. 12, 1956! —21.4 
Colbert: } | 
l July 1954........ Jan. 18, 1955 —6.6 
2 : September 1954- | Mar. 1, 1955 —6.0 
3 — March 1955__...._- -| July 29, 1955 —5.0 
4 | May 1955_....-. | Nov. 4, 1955 —6.1 
John Sevier: j 
May 1955__......-....| July 12, 1955 —2.4 
2 | July 1955 s Sept. 28, 1955 | —2.9 
Sicasees ‘ --| May 1956. ...-_- ..| Feb. 18, 1956 | 2. 
Gallatin: | | 
1 ahd . aol, dh ou i ; | November 1955..._...._._| Nov. 8, 1956 | ~—12.3 
2 . | January 1956- June 27, 1957 | —17.9 





! Operating under limited load. 
Note.—The reasons for the delays in initial operation in all cases are failure of contractors to deliver ma- 


terial or equipment on time or in promised condition. The contractors’ difficulties included the 50-day 
steel strike of June and July 1952 and the 156-day Westinghouse strike in 1955-56. 


Mr. Evins. Will the gentleman yield? 

Mr. JENSEN. Yes. 

Mr. Evins. I think earlier testimony has shown that there had been 
no new appropriation starts for the TVA during the past 4 years and 
that the action of the Budget Bureau is one of the reasons for the 
lack of any new appropriation starts in the TVA service area. TVA 
has recommended new starts but the Budget Bureau has cut them out 
and the Congress has not approved new starts by direct appropriations. 
That is one of the reasons for the crisis today and the reason the 
crisis exists. 

ADVERTISING THE TVA AREA 


Mr. JENSEN. Since you mentioned that, Mr. Evins, that brings to 
mind the fact that a year or so ago the State of Tennessee was running 
ads in some of our large newspapers in other States encouraging 
factories to move to the Tennessee Valley in order to take advantage 
of the cheap Tennessee power rates. 

Are they still running such ads? 
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Mr. Wessenaver. I have not seen any recently, but one can assume 
that they are still attempting to get industry in Tennessee. 

Mr. JENsEN. Irrespective of the fact that they could not get any 
power down there, that you have got it all sold, you must have it all 
sold if you have a power shortage that you say you have. 

Mr. Wessenaver. Mr. Jensen, I think we ought to be clear that 
the program underway will take care of the area’s increasing require- 
ments for power—those which have developed and those which will 
develop—between now and 1959. 

Mr. Evins. Will the gentleman yield for another observation? 

Mr. JENSEN. Yes. 

Mr. Evins. I will say for the benefit of those who would like to 
slow down the progress of an area, and retard progress, that recently 
there have been reports in the press of a major industry which has 
decided against locating in Tennessee because of the inadequacy and 
lack of available power in the area. 

So, my State has lost a major industry recently. That might please 
and satisfy some people. It does not please the people of Tennessee. 

Mr. JeENsEN. You would not say that pleases Mr. Jensen? 

Mr. Evins. Oh, no; I would not have any such implication in my 
statement concerning my friend. 

Mr. Jensen. Even though some industry from Iowa moved down 
and needed power, which did not please Congressman Jensen a bit 
because of the cheap power. 

Mr. Evins. We have lost a great industry recently—and this is to 
be deplored. 


POWER PURCHASED FROM PRIVATE UTILITIES 


Mr. JENSEN. I wish you would furnish for the record the amount 
of power that you purchased from private utilities and the amount 
of power that they purchased from you, let us say, for the fiscal 
year 1955. 

Mr. WeEssSNAUER. 1955? 

Mr. Jensen. I think that is the last year you would have. 

Mr. WessENAvER. We would probably have it for 1956 and 1957, 
too. 

Mr. Jensen. Furnish it for the 3 years, then. 

Mr. Wessnaver. All right. 

You are talking now, Mr. Jensen, only of purchase and sale, or also 
of interchange? 

Mr. Jensen. That is right, purchase and sale; all types. 

Mr. WessENAvUmR. Interchange? 

Mr. JensEN. Interchange and purchase. You trade back and forth 
with them; do you not? 

Mr. WrEssENAUER. Yes, sir. 

Mr. JENSEN. You buy some and you sell some? 

Mr. Wessenaver. There are some technical phrases used, dis- 
tinguishing between sale and interchange. 

Mr. JENSEN. Let us have it all. 

Mr. WessenaAver. All right, sir. 

(The requested information follows:) 
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Fiscal years 
* | 1955 1956 | 1987 

Purchases from other power systems: | | 

pS er eae a | 655. 4 | 4 f eee 

Value (thousands) ce cathe: Race neat 5 oe ee | $4,018.2 | 98S 1)... 2A... 
Sales to other power systems____....-- syaidpcadeaphs shhipestece tenes | None | None None 
Billed interchange power received: | | 

KE ilowatt-hours (miliiows): . oe oo es Shoe sil eek ed zi 1, 856.8 | O08 Bic 53 Se 

EE SE OE IE ee vk oa & * ee 
Billed interchange power delivered: | 

Kilowatt-hours (millions) ............ mapas bhedereqeailacamne | 6 17.5 237.4 

Value (thousands) ___- Rita de ckiedabedenesaee ae $10.8 $136. 8 $920. 1 
Other interchange, returned in kind: 

Kilowatt-hours received (millions) Snidisaintsiienate eieemdbe ital 682. 1, 436.0 | 1, 721.9 

Kilowatt-hours delivered (millioms) -...............-._--- 682. 6 1, 457.8 1, 724.2 


\ | 


Mr. Jensen. When you purchase power from a private utility, I 
presume that costs you more money than if you produce it yourself? 

Mr. WessENAUER. No, sir; not always. The interchange transac- 
tions, for example, are frequently what we call economy exchanges. 

Mr. Jensen. Exchange kilowatt for kilowatt? 

Mr. Wessenaver. No, sir. Let me give you an illustration. 

Let us say that we have a situation on our system where we would 
normally produce power at X plant. Let us say it would cost us 3 
mills per kilowatt-hour to produce it at that plant, If one of our 
neighbors has a plant at which it could produce power incrementally 
at 2 mills per kilowatt-hour, then rather than run our plant we would 
get the power from them and they would deliver it to us at 2.5 mills 
per kilowatt-hour. We would save a half mill per kilowatt-hour and 
they would make a half mill per kilowatt-hour. 

Mr. Jensen. You have private utilities down there that can pro- 
duce power for 2 mills? 

Mr. WessENAUER. Yes, sir; in some plants. Let me explain that 
these transactions—what we call economy exchange—are based on 
incremental costs and savings to the two systems. They do not in- 
clude the fixed charges on either system in determining the rate at 
which the transaction takes place. 

Mr. Evins. Will the peakieadh yield? 

Mr. JENSEN. Just a minute. Where you are obliged to pay more 
for power from private industry than power would cost you, do you 
charge that increased cost of power to the power users of Tennessee 
Valle “vy, or do you carry that as a loss? 

Mr. Wessenav_er. [f the power is obtained for one of our customers 
because he wants some additional power besides that which he has 
under contract with us, normally he would pay the added cost of 
obtaining the power from whatever source it may come from. If, on 
the other hand, we are procuring the power in order to supplement 
our power in times of dry weather, for example, that would be ab- 
sorbed as part of our overall cost of operation which we would have 
to cover out of our normal rates. 

Mr. Jensen. Would you furnish a chronology of how much power 
you purchase, if it would not encumber the record too much? I do 
not think it is necessary to explain in the record how much you buy 
from each individual company, but provide the total. That is, the 
total exchange, the total purchase, and the total sales that you make. 
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Would it be too much to furnish for the record the cost that is 
involved when you purchase that power and the total price that you 
get from the utility for the power that you sell? 

Mr. Wussenavuer. That would be feasible. 

Mr. Jensen. Will it encumber the record too much? 

Mr. WessEenAvuER. No, sir. 

Mr. Evins. Would you amend that to include the number of 
individual power companies and the amount of payments that you 
make to them? 

Mr. JENSEN. Yes; but you do not have to name all of them. 

Mr. Wessenav_r. I can list the names of companies with whom we 
have interchange arrangments. 

Mr. Rapavt. Supply that for the record. 

Mr. WrEssENAUER. Yes, sir. 

(The requested material follows:) 

Power systems with which TVA has interchange arrangements: Alabama Power 
Co., Arkansas Power & Light Co., Appalachian Electric Power Co., Carolina 
Power & Light Co., Cincinnati Gas & Electric Co., Georgia Power Co., Indianapo- 
lis Power & Light Co., Kentucky Utilities Co., Louisville Gas & Electric Co., 
Mississippi Power & Light Co., Southern Services, Inc., and East Kentucky Rural 
Electric Canerative Corp. 

HOUSE HEATING 


Mr. Jensen. Will you supply for the record the estimated monthly 
energy use and diversified peak demand for TVA power used for house 
heating in fiscal year 1957? 

Mr. WessENAUER. Yes, sir. 

Mr. Jensen. And how many houses in the TVA area are now heated 
with electric power? 

Mr. WessENAvER. About 130,000. 

(The matter referred to follows:) 


Estimated monthly use of TVA electric energy for house heating in fiscal year 1957 





| } } 
| Energy | Diversified i] | Energy Diversified 


Month (million peak demand Month | (million peak demand 

| kilowatt- (thousand || kilowatt- (thousand 

hours) kilowatts) hours) kilowatts) 
SE i So 5S cil cb OCS « dA L TA. ade Shall POMPORTR wisi. ooh 225 690 
ics stk ibn Reanadnas aiid Smile . March........ 4 250 590 
September. Socanfeue se bese son BEM, « fda th selokn adel 82 443 
October... -- Souci 42 910 Ui, BABY, 40-4005 4-c0cege] 21 255 
November.....-------| 262 7 Patshsscnecigths attics oncnsas : ; ; 
December. _-.......-- 223 720 || es 

SOE he ond oem nining~ 395 1, 000 REID aintietnapaten 1, 500 





Mr. JENSEN. How many kilowatts does that require? 

Mr. Wessenaver. Our estimated peak for heating is in the 
neighborhood of a million kilowatts. 

Mr. Jensen. How big was that steam plant that we were supposed 
to build down in Memphis? How many kilowatts is that? 

Mr. Wessenavuer. The Fulton steam plant was to be 450,000 
kilowatts. 

Mr. Evins. Will the gentleman yield now? 

Mr. Jensen. Yes. 

Mr. Evins. Again, I will have to ask for the record, as I did last 
vear, and previous years, when we asked about the number of homes 
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heated by electricity, does the gentleman propose to advocate a law 
which would prohibit homes heated by electricity? 

Mr. Jensen. Joe, you know the TVA does just about as they 
please. They are a sort of autocratic empire within our great 
American empire and they have great powers. 

Mr. Evins. Will the gentleman answer my question? 

Mr. JensEN. They have great powers delegated to three men and 
they exercise that power as they please, and whether I like it or not, 
I presume that they will continue to do about as they darn please 
with the power that is generated in TVA. If that answers your 
question, ali right. If it does not 

I have one thing more. One thing that the people of Tennessee 
can be sure of, and that is their friend Joe—is that he will see fit to 
fight for TVA through it all. Heis Mr. TVA. 

Mr. Evrns. I will also have to say, for the record, that I have not 
been able to convince my esteemed friend, Mr. Jensen, of the benefits 
of TVA to the degree I would like. 

Mr. JENSEN. I will tell you—and the world—that I vote for every- 
thing according to the law for TVA. That is, everything but steam 
power, and that is not according to law, because that was merely 
incidental to TVA, and I stay with the law of the land. 

Mr. Evins. Will the gentleman permit me to make a further obser- 
vation? 

Mr. JENSEN. Yes. 

Mr. Evins. While Senator Norris was a great Republican and one 
of the authors of the law—the TVA Act—Mr. Wendell Willkie 

Mr. JensEN. He made a million dollars selling it out. I do not 
care. Put that on the record. God rest his soul. 

Mr. Evins. Mr. Willkie testified at the time, and his testimony 
before the House Armed Services Committee shows, that this is a 
recognized principle of utility operation that steam plants necessarily 
must go with any utility operation, whether private or public. 

Mr. Jensen. TVA law does not say so. 

Mr. Evins. That is Mr. Willkie’s testimony. 

Mr. Jensen. He made a million dollars testifying to that degree. 
He got along all right. 

Mr. Evins. Senator Norris and Mr. Willkie, both Republicans, 
advocated this program. 

Mr. Jensen. Did you say “great Republicans’? Without throwing 
any insults at them, I am glad that they do not have much to do with 
running our Government today. 

| have just one more question. 











DOMESTIC WATER DISTRIBUTION 


At the national power use workshop in St. Louis in February 1955 
a TVA representative stated that: 

The water system program is the No. 1 program in TVA in the next several 
years. Seventy-five percent of farms do not yet have running water. 

When was TVA organized? 

Mr. WessENAUER. 1933. 

Mr. Jensen. Twenty-four years ago. Now the rest of the farmers 
of the United States have running water to the degree of 58 percent. 
In 23 years you fellows have only been able to get running water to 
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25 percent of the farmers in the Tennessee Valley. What is the matter, 
after we have spent almost $2 billion down there? It looks to me like 
you should be able to bring that percentage up to the average, anyway, 
and give those farmers some advantages. Running water is a very 
necessary thing for a farm. What is the matter? Why have you not 
given that much thought? 

Mr. WessENAUER. You are quite correct that making it possible 
to have running water is one of the most important benefits to be 
derived from bringing electricity to the rural areas. The REA 
assisted in bringing electricity to the farmer. After the electric wires 
were brought to the farm, we had the problem of encouraging the 
farmers to make effective use of electricity. I think that one of the 
very next things for the farmer to do is to get a water pump and to 
pump water with electricity rather than to carry it in buckets or by 
some other means. 

As you know, to get running water into the homes, takes an expense 
of plumbing and other fixtures that are necessary to go with it. Itisa 
program that has not moved as rapidly as we and other folks in the 
area would like to see. One of the things we are now encouraging all 
agencies in the area to do is to help farmers to look at that question 
and undertake to make that use of electricity. 

Mr. Jensen. You are going awful slow, it seems to me. 

When I was a boy on the farm, about 50 years ago, we had running 
water on our farm. 

Mr. Wessenaver. Did you have electricity? 

Mr. JENSEN. No. 

Mr. WessENAvER. How did you get it into the house? 

Mr. Jensen. We had a windmill down the valley and we ran some 
pipes up to the farm and we had a supply tank there that was higher 
than the faucet in the house and higher than the stocktank. We . did 
it by gravity. 





Turspay, Juty 9, 1957. 
CAPACITY OF SYSTEM 


Mr. Cannon. Before we leave the subject of power operations to 
take up the next item I would like to ask the gentleman from New 
York, Mr. Taber, if he has anything further on the subject. 

Mr. Taser. I have not asked any questions on that subject yet. 

Mr. Cannon. Mr. Taber is recognized. 

Mr. Taser. I do not know to whom to direct the question, but I 
would like to have someone give me the figures for the average full 
generating capacity of the TVA se parated as between steam and 
hydro for the last 5 years. 

Mr. Wessenaver. Do you want the capacity, or the kilowatt 
hours? 

Mr. Taser. Kilowatt-hour capacity. 

Mr. WesseNAvER. Capacity is expressed in kilowatts. Do you 
want the production in kilowatt-hours? 

Mr. Taper. The capacity in kilowatts. 

Mr. Wessenaver. The total hydro capacity in TVA plants as of 
June 30, 1957, was 2,742,500 kilowatts. Then there are 375,735 





| 





401 


kilowatts in hydro projects which were operated as a part of the system 
but belong to the Aluminum Company of America. 

Mr. Taper. Are the TVA items hydro or steam? 

Mr. Wessenaverr. I gave you the hydro. We also have operated 
as a part of the system 484,000 kilowatts in Army dams on the Cum- 
berland River. 

Mr. Raper. That is hydro also? 

Mr. Wessenaver. That is right. 

Mr. Taser. What else? 

Mr. Wessenaver. That makes a total ae of 3,602,235 kilowatts. 

Mr. Taser. And your steam plant capacity is what? 

Mr. WressENAUER. 6,287,250 kilowatts. 

That makes a total i 9,889,485 kilowatts. 

Do you want the preceding 5 years? 

Mr. Taper. Yes. 

Mr. WessENAUER. | will give you the total hydro and total steam. 

June 30, 1956, the hydro was 3,577,235 kilowatts and the steam, 
5,702,250 kilowatts, or a total of 9,279,485 kilowatts. 

Mr. Taser. Give us the next year. 

Mr. Wessenaver. On June 30, 1955, the hydro was 3,502,735 
kilowatts and steam was 4,307,250 kilowatts, or a total of 7,809,985 
kilowatts. 

Mr. Taper. 1954. 

Mr. Wessenaver. The hydro was 3,455,935 and the steam 
2,619,750 kilowatts, or a total of 6,075,685. 

Mr. Taser. Give us the figures for 1953. 

Mr. WessenAverR. Hydro, 3,266,435 kilowatts, and the steam 
1,836,550 kilowatts, or a total of 5,102,985 kilowatts. 


RATES 


Mr. Taser. I would like to have you give me the rates that are 
charged for electricity. I would like the different rates that you 
have for different varieties of power and service. 

Mr. WESSENAUER. Sir, there is a rate schedule known as wholesale 
power rate schedule A, under which we charge for power delivered to 
municipalities and rural electric cooperatives. It is a full page of 
material. I can submit it for the record, or do you want average rates 
per kilowatt hour? 

Mr. Taper. How many different kinds of rates do you have? 

Mr. WessENAUER. We have a rate for delivery to municipalities 
and cooperatives; we have a rate to large directly served industrial 
loads, and we have the rates in our contracts with the Federal agencies. 
There are some rates for industrial power covering interruptible power. 

Mr. Taser. Are the industrial rates on sales direct to the industrial 
setup, or does the power pass through some other kind of an agency? 

Mr. WesseNnavER. Both. There are some very large loads served 
directly from the TVA transmission system, but the major number 
of industrial establishments are served by the municipalities and 
cooperatives which buy power from us at wholesale and distribute it 
to the consumers in their areas. 

Mr. Taser. Would you tell me what the rate is for municipalities? 

Mr. Wessenaver. The rate for municipalities carries a demand 
charge of 90 cents per month per kilowatt of demand, and an energy 
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eharge for the first 100,000. kilowatt-hours at 3.5 mills per kilowatt- 
hour; the next 200,000 kilowatt-hours at 3 mills a kilowatt-hour, and 
the next 700,000 kilowatt-hours at 2.5 mills per kilowatt-hour, and 
the excess over 1 million kilowatts at 2 mills a kilowatt-hour. 

Mr. Taser. And that is to the municipalities? 

Mr. WesseNAvER. And the cooperatives. 

Mr. Taper. Does that cover the REA’s too? 

Mr. WessENAUER. That is right, sir. 

There is also contained in the rate schedules certain adjustments 
for fuel costs and adjustments depending upon the magnitude of 
industrial loads served by. the distributor. 

Mr. Taser. You mean that the price goes up with the rise in the 
industrial load, or something like that? 

Mr. WessENAvER. Yes; for the proportion of industrial load. 

Mr. Taser. For a portion of the industrial load the price is higher; 
is that it? 

Mr. Wessenaver. That is right. 

Mr. Taser. How do you work that out? 

Mr. WEssENAUER. We add an amount depending upon the extent 
to which the distributor markets power to industrial loads in excess 
of a certain amount. 

Mr. Taser. Do you sell to any private utilities? 

Mr. WessENAUER. Yes, we do to two small utilities operating in 
Tennessee. 

Mr. Taser. Do you charge them the same rate as you do the 
municipality and the co-ops? 

Mr. WessEeNnaveER. Yes, sir. 

Mr. Taser. How much does this industrial load boost the price? 

Mr. WessENAUVER. Do you mean with respect to the municipalities 
and the cooperatives? 

Mr. Taser. Yes. 

Mr. Wessenaver. Well, it adds in some instances a quarter of a 
mill a kilowatt-hour and in other instances half a mill per kilowatt-hour 
to a part of the distributors’ purchases. 

Mr. Taser. What is the regular industrial rate where you deal 
directly with the industry? 

Mr. Wessenaver. There are several components of this rate sched- 
ule, depending on the size of the industrial load. Perhaps I might 
give you that part of the schedule that applies to the largest ones. 
There the demand charge is $1 per month per kilowatt of demand and 
the energy charge is 2.75 mills per kitowatt-hour. 

Mr. Taper. What is the charge to the Federal Government agen- 
cies like the Atomic Energy Commission? 

Mr. WessENAUER. It ranges from $1 to $1.19 per kilowatt—— 

Mr. Taper. That is the demand? 

Mr. Wessenaver. Yes, and the energy is 2 to 2.2 mills per kilowatt- 
hour. 

Mr. Taser. Is that for different locations, or what? 

Mr. Wessenaver. Different locations and different blocks of power. 
These are the contracts with the Atomic Energy Commission at 
Paducah and Oak Ridge. 

Mr. Evins. The latter figures you gave were Government rates? 

Mr. WessENAUER. Yes. 

Mr. Taser. What other varieties of rates do you have? 
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Mr. Wessenaver. We have some rates for interruptible power, 
Mr. Taber. 

Mr. Taser. What do you mean by interruptible power? 

Mr. Wessenaver. Well, power sold to industry which the TVA 
has the right to interrupt for varying amounts of time, 2 to 5 percent 
of the time for a 10-year period. 

Mr. Taser. It can be interrupted whenever the TVA wishes to 
do so; is that it? 

Mr. WessENAUER. Whenever the TVA wishes to do so. There are 
some provisions Which limit the extent to which the interruptions can 
occur in any single year, or in any stipulated period of time, but 
generally the selection of the time is within TVA’s control. 

Mr. Evins. The purpose of that is because of the necessity to 
supply the Government and preference customers first? 

Mr. WessEeNAvER. Partly for that, sir. Also we feel our system 
can be loaded more nearly completely by the sale of some interruptible 
power. That gives us a better utilization of our total facilities. At 
the same time it is something which industries find they can utilize 
in consideration of the slightly lower price charged for that type of 
power. 

Mr. Evins. You do have a statutory requirement for preference 
customers? 

Mr. Wessenaver. Yes. Sale to industry is a secondary purpose. 
It is so stated in the TVA Act. 

Mr. Taser. What discount do you give on this interruptible 
power? 

Mr. Wessenavuer. The reduction per, kilowatt-hour is approxi- 
mately a quarter to a half a miil. 

Mr. Taser. How much do you interrupt them? 

Mr. WessEnaver. Two to five percent of the time over a given 
10-vear period. 

Mr. Taper. Between a quarter and a half a mill. It can be 
interrupted 5 percent of the time over a 10-year period? 

Mr. Wessenauer. If it is that, the reduction is a little less than 
half a mill per kilowatt-hour. If the contract provision calls for 
interruption as little as 2 percent of the time the discount is a little 
under a quarter of a mill per hour. 

Mr. Taser. Have those rates been in effect for some considerable 
period of time, or have they changed from year to year pretty regu- 
larly? 

Mr. WessenaveErR. There have been modifications from time to 
time, Mr. Taber. These rates that I have given you were made 
effective July 1, 1956. Previous to that time, we had a change in 
rates around July 1, 1952. There have been changes in rates to one 
or another large industrial consumer at other times. 

Mr. Taser. The changes in industrial rates have been more 
frequent? 

Mr. WessENAUER. Yes. 

Mr. Taser. Have they been higher or lower? 

Mr. Wessenaver. Back in 1935 or 1936 the sales of power to in- 
dustry by the TVA were at rates approximately equal to the schedule 
that was applicable to the municipalities and the cooperatives. The 
rates to industries have been brought up so that they are now 10 
percent or so higher than the rates to the municipalities and the 
cooperatives. 
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Mr. Evins. What the TVA is doing is marketing power just like 
the Southeastern Power Administration is doing, the Southwestern 
Power Administration is doing, and the Bonneville Power Adminis- 
tration, is it not? At least, in substance? So therefore TVA’s 
operation is similar to other Government agencies work in this area. 

Mr. WesseNAUER. We market the power to municipalities, rural 
electric cooperatives, to some directly served industries and Federal 
establishments in our area and to two small private utilities. That 
is similar to what Bonneville is doing I believe. 

The Southeastern Power Administration markets a large part of its 
power by selling it to us, but I think in the case of power from other 
projects they do something similar to what we do. 

Mr. Evins. I know there have been a lot of rate studies and a lot 
of comparisons, but the TVA rates are considered in some areas higher 
than the Bonneville power rates in the Northwest, are they not? 

Mr. Wessrenaver. Oh, yes, our rates are higher than the Federal 
rates in the Northwest, I think primarily due to the fact that building 
dams and producing power from the large flow of the Columbia 
River costs less than in our area. 

Mr. Evins. In other words, the TVA is serving as a wholesale 
marketing agency for power produced in a similar capacity as the 
Southeastern Power Administration, the Southwestern Power Admin- 
istration, and the Bonneville Power Administration. Your testimony 
is that from studies made and comparisons TVA rates are higher than 
the rates of the Bonneville Power Administration in many categories? 

Mr. Wessenaver. I would say in all categories. 

Mr. Evtns. I notice our colleague and friend, Mr. Taber, indicated 
the growth of nower by years starting with 1953 and going up up to 
the present. I think that it should be made clear in the record that 
much of this power is power which the Corps of Engineers projects 
are producing, and some by the Aluminum Company of America, and 
the totals do not represent increased new facilities of the TVA for the 
past several years. 

Mr. Wessenaver. No, I think that is not entirely right, Mr. 
Evins. 

Mr. Evins. What I am endeavoring to point out is that there have 
been no new major starts for TVA by appropriations in the past several 
years. There have been no new major facilities authorized by the 
Budget Bureau for the past 5 years. I know the new Johnsonville 
plant was approved in 1949. 

The proposed Fulton plant addition was opposed by the Budget 
Bureau and defeated in the Congress on 2 separate occasions, so there 
have been no new starts to the TVA system for the past 4 or 5 years. 
There have been some increases in units at present installations; is 
that not correct? 

Mr. WessenaveEr. Perhaps you are overlooking the large incre- 
ments of capacity that were started in connection with the loads of 
the Atomic Energy Commission at Paducah and Oak Ridge. Plants 
like Shawnee and Kingston and John Sevier and others were started 
in connection with those great blocks of power. 

Mr. Evins. That is one of the explanations that I wanted to appear 
in the record, to show where the increase had occurred at existing 
plants. 
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POWER REVENUES 


Mr. Jensen. What was your total power revenue for the last year 
that you have a record on? 

Mr. Wessenaver. For the fiscal year 1956, our total income is 
shown by the table on page 46 

Mr. Jensen. Power revenue is what I want. 

Mr. WEsSENAUER. Just the power revenue part? 

Mr. Jensen. Yes. 

Mr. Wessenaver. Well, the total revenues from outside sales of 
power were $218,800,182. 

Mr. Taser. Do you mean for last year? 

Mr. Wexssenaver. That is for the fiscal year 1956. 

Mr. Taper. Your story on page 49 of your justifications does not 
give that. It shows $108,652,000. 

Mr. WrssENAvER. That page shows the expenses in the generation 
of power. Mr. Jensen, I believe, asked for the total amount of revenues 
received from the sale of power. 

Mr. Jensen. That is right. 

Mr. Wessenaver. The figures are on page 46 of the budget justi- 
fication, if you care to follow them. There were other revenues, Mr. 
Jensen. 

Mr. Jensen. What I was trying to get at was just the power reve- 
nues which you received on the basis of the rate that you charged in 
that year. The rates that you just gave Mr. Taber were the rates 
that you charged in the fiscal year 1956, were they not? 

Mr. WesseNaveEr. No, sir. The new rate schedules became 
effective July 1, 1956, so they would be applicable in the fiscal year 
1957. 

Mr. Jensen. There was not a great difference? 

Mr. WessEenAvER. No. 

Mr. Jensen. Your rates will average in the neighborhood of 3 
mills per kilowatt? 

Mr. Wessenausr. No,sir. They average over 4 mills. 

Mr. Jensen. They do? 

Mr. WussENAUER. Yes 

Mr. Jensen. You have the 90-cent base for the cities, the coopera- 
tives, and the public utilities. That 90-cent base will amount to 
how much in kilowatts, actually? 

Mr. WessenavrEr. On the sales to municipalities and co-ops it 
would amount to about 2 mills a kilowatt-hour. I have the average 
i to municipalities and cooperatives for that year. It was 4.25 
mills, 

Mr. Jensen. And your rates to Government agencies? 

Mr. Wessenaver. Last year for all power supplied, including 
interim power, 4.09 mills. 

Mr. Jensen. So your rates will average at least 4.25 mills? 

Mr. WesseNnAveR. Our average for all outside sales was 4.1 mills 
per kilowatt-hour. 

Mr. Jensen. Taking 4 mills for an easy calculation, if you would 
add just 1 more mill to that, your income would have been 25 percent 
greater. You would have collected approximately $52 million more. 

Mr. Wessenaver. | would make it $53 million more. 

Mr. Jensen. You are right. If you had raised your rates just 1 
mill per kilowatt-hour your rates would still be very, very low. You 
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could then pay interest on power revenues to the extent of about 2% 
percent, which would bring in to the Federal Government approxi- 
mately $52 million each year, which we need pretty badly. Did you 
ever give any consideration to that? It would put the TVA in a much 
better light, and they would be paying their own way and the country 
generally would feel better about it. 

Mr. WessenAvER. Mr. Jensen, we believe that the rates now being 
charged are in accordance with the TVA Act, which says that it shall 
be self-supporting and self-liquidating. 

Mr. Jensen. | am not disputing that. It is quite enlightening 
when you know by raising the rate just 1 more mill—which the people 
down there would hardly notice in their light bills—that would raise 
over $52 million every vear. 

Mr. Wessenaver. That 1 mill would apply in part, to 30 billion 
kilowatt-hours sold to the Federal Government, which would be 
$30 million. 

Mr. Jensen. How much did you sell the Federal Government? 

Mr. Wessenaver. Over 30 billion kilowatt-hours last year. 

Mr. Jensen. And that would amount to $30 million? 

Mr. Wessenaver. Yes. 

Mr. Jensen. So, if you took that off, you would still have about 
$22 million? 

Mr. Wessenaver. Yes. 

Mr. Jensen, If you did not charge the Federal Government in- 
stallations any more than you are charging today, which, in effect, 
is just changing dollars, you could bring in from other than Govern- 
ment agencies over $22 million extra annually just by a 1-mill increase? 

Mr. Taser. I have taken a figure of receipts for 1957 of $236,684,000 
and the production at 62.51 billion and I have divided them into the 
dollar receipts and it shows 3.6 mills per kilowatt. I am wondering 
where you get your 4.2 mills, or 4.4. 

Mr. Wessenaver. I think, Mr. Taber, we were discussing the 
rates per kilowatt-hour sold, not rates per kilowatt-hour produced. 
As you know, some of the kilowatt-hours produced on the system 
are dissipated as losses on the transmission system. Also, over 
1,500 million of those kilowatt-hours produced on the TVA system 
belong to the Aluminum Company of America and are not sold, and 
therefore they should be left out of any such calculation. If you 
take the total estimated revenue for the fiscal year 1957 from the 
outside sales you will see $235,200,000. If you divide that by the 
57,550 million kilowatt-hours sold, that would produce a rate per 
kilowatt-hour sold of 4.1 mills per kilowatt-hour. 

Mr. Taper. That is quite different then from the 4.25 that you 
were talking about. 

Mr. WessenaveEr. The 4.25 mills was the average charged to the 
municipalities and cooperatives, which is the first group itemized. 
If you divide the $75,100,000 in revenue from this group oe the 17.6 
billion kilowatt-hours sold to them you would get an average rate of 
4.25 mills per kilowatt-hour. 

Mr. Taser. I wonder if you would turn to page 47 of the justifi- 
cations. 

Mr. WessENAUER. Yes. 

: Mr. Taser. Sales, including interdivisional, 62.6 billion kilowatt- 
ours. 
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Mr. WessenaveRr. That tabulation applies to the estimate for the 
fiscal year 1958. 

Mr. Evins. It is estimated for 1958 to be 67.5 billion? 

Mr. Wessenaver. That is right, and the tabulation gives the 
breakdown of the total system output of the 67.5 billion kilowatt- 
hours. 

Mr. Taser. That is all that I have for the present. 

Mr. Fenton. What do you mean by sales, including interdivisional? 

Mr. WesseNnAvER. The word “interdivisional” refers to our ar- 
rangements within TVA. Power utilized at the chemical plants at 
Muscle Shoals, for example, is handled as a sale of power from the 
power division to the chemical divisions, so that is an interdivisional— 
or within TV A—transaction. 

Mr. Fenton. What would be that rate? 

Mr. WessenaveEr. The average rate there is a little over 3,7 mills 
per kilowatt-hour for firm and interruptible power. It is a com- 
bination. 

Mr. Buper. Why do you sell to yourself cheaper than you do to 
anyone else, including the Federal Government? 

Mr. WessEnaAver. A large part of this interdivisional power is inter- 
ruptible and that accounts for any differential. The rate is about 
the same. 

Mr. Bunae. Is it the same? Why should it not be the same as 
the power you sell to the Federal Government? I have not heard 
of any 3.7 figure going any place else. 

Mr. WeEssENAUER. Our firm sales to Federal agencies average about 
3.75 mills per kilowatt-hour. Most of that goes to the Atomic Energy 
Commission’s establishments. So this rate, considering the fact that. 
part of the power is interruptible, is consistent with that. 

Mr. Bunee. Part of your Atomic Energy Commission power’is in- 
terruptible; is it not? 

Mr. Wessenavugr. No, sir, it is not. 


NUMBER OF GENERATING PLANTS 


Mr. Fenton. How many steam generating plants do you have? 

Mr. WessENAUER. We have 13 steam plants, sir. 

Mr. Fenton. How many hydro plants? 

Mr. Wessenaver. We have 13 major steam plants and 2 minor 
ones and the dams on the system, including those of the Corps of 
Engineers and the Aluminum Co., total 35 major hydro projects and 
11 minor projects, or a total of 46. 

Mr. Fenton. Do you have any place in the record for the names 
of those plants? 

Mr. Wessrenaver. I do not believe so. I can supply them easily. 

(The matter referred to follows:) 
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Available capacity on TV A system, June 30, 1957 
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Mr. Fenton. What is the total energy produced by the steam 
plants? 

Mr. WesseNAvER. The total steam energy produced in the fiscal 
year 1956 was a little over 43 billion kilowatt-hours. 

Mr. Fenton. Is that on the table on page 49? 

Mr. WessENAUER. Yes; that gives the division. 

Mr. Fenton. They hydro power would be 14.41 billion? You 
do not have that in kilowatts? 

Mr. WessenaveErR. The breakdown of the installed capacity was in 
those figures that I gave Mr. Taber. 


GENERATING COSTS 


Mr. Fenton. What about the cost per kilowatt, or kilowatt-hour, 
whichever you want to give, by steam? 

Mr. Wessenaver. The average production expense is indicated 
by the table on page 49, Mr. Fenton, and is about 2.2 mills per 
kilowatt-hour. 

Mr. Fenton. For steam? 

Mr. WESSENAUER. Yes. 

Mr. Fenton. Where do you see that on page 49? 

Mr. WssENAUER. It is not expressed there as that number. You 
would have to divide the $95 million by the 43 billion kilowatt-hours. 
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Mr. Fenron. And that gives you what? 

Mr. Wzssenaver. A little over 2.2 mills a kilowatt-hour. 

Mr. Taser. That does not include any interest or depreciation 
charge? 

Mr. Wessenavuzr. No, sir. It does not include fixed charges; 
that is right. 

Mr. Fxnton. How about hydro power? 

Mr. Wessenavuzr. For the TVA hydro plants it averages about 
half a mill for production expense. That is exclusive also of fixed 
charges 

COAL SUPPLY 


Mr. Fenton. How much coal do you use at the steam plants, or 
how much have you used? 


Mr. WzsseENAvER. We are using about 18 million tons a year at the 
present time. 

Mr. Fenron. Where does that coal come from mostly? 

Mr. WressENAUER. It comes from a number of fields. A large part 
of it comes from the western Kentucky coalfields. Some comes from 
eastern Kentucky and much from the Tennessee coalfields. A con- 
siderable portion comes from Illinois. A small amount comes from 
Indiana and Alabama and something over 1 million tons from Virginia. 

Mr. Fenton. None from West Virginia or Pennsylvania? 

Mr. WessENAUER. Occasionally we may get a small amount from 
West Virginia, that is, from that southwestern corner near the Virginia 
State line, but the Pennsylvania fields are so distant that they would 
not be competitive in delivery to our plants in Tennessee and Kentucky 
and Alabama. 

Mr. Fenton. Do those coals vary in energy? 

Mr. Wessenaver. There is some variation in the B. t. u. content 
of the coal; yes. They average a little less than 12,000 B. t. u.’s per 
pound. 

Mr. Fenton. Does it make any difference what grade coal you use? 

Mr. WesseNAvuER. Yes; it does, sir. We have specifications for 
the coal we buy. We have a limitation on the quantities of ash that 
may be in the coal, and the sulfur. Those limitations have to do 
with the burning qualities of the coal as far as being able to handle 
them in the furnaces is concerned. Generally we buy our coal within 
a range of tolerance on the ash and sulfur on the basis of the price 
per B. t. u. delivered. 

Sp Fenton. You have not gotten to the point of gasification of 
coal? 

Mr. Wessenaver. Do you mean gasification in the mine? 

Mr. Fenton. No; on the coal itself—pulverizing it. 

Mr. WessenAvER. We pulverize it to a very fine powder and that 
is blown into the furnaces as if it were a gas, if that is what you mean? 
We do that, certainly. 

Mr. Fenton. All of those coals have to come up to certain speci- 
fications. In other words, you do not get an inferior grade from 
certain areas? 

Mr. WessenaurER. We buy some coal that would be considered 
low-grade coal, coal perhaps not utilizable in other markets, and 
which we can utilize. We have some advantage in being able to use 


that type of coal. Generally, we just buy the run of the mine and 
crush it. 
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mi Fenton. What is the variation in price, if any, of the various 
coals? 

Mr. Wessenaver. It will range at the mine from $4.50 a ton or 
— to as little as $2 a ton, in occasional instances, for the carbon 
coal. 

Mr. Fenton. That much differential? 

Mr. WessENAUER. Yes. There is quite @ variation, sir, among the 
various fields that we obtain coal from. <A lot of factors affect the 
— Much of the coal from the western Kentucky and Illinois 

elds is mined by stripping. That is also true in the Tennessee fields, 
although the main operations are deep mining. The cost from two 
operations may be as much as a dollar apart on account of the type 
of operation alone. We get the $2 coal when we are buying carbon, 
which is fine dust, and coal which generally does not have another 
market. 

Mr. Fenton. Do you mean to say that you have a different price 
for coal from the strip mines and the deep mines? It is not put 
together and averaged out? 

Mr. Wessenaver. That comes about because of different operators. 
We buy our coal through competitive bidding and one operator may 
be simply a strip-mine operator and another operator may be operating 
a deep mine. Each bids his coal on the basis of his cost and his 
appraise) of the market. 

Fenton. There is that much difference between the deep 
mining and the stripping? I mean as far as value is concerned. 

Mr. Wessenaver. The value may not be any different to us. 

Mr. Fenton. The British thermal unit value? 

Mr. WessENAvER. That is right. 

Mr. Fenton. You get the same energy out of strip-mined coal that 
you do out of deep-mined coal? 

Mr. Wessenaver. If it comes out of the same seam, that is right. 

Mr. Fenton. If there is that much of a difference, over $2 a ton, 
it would seem logical to assume, granting there is no difference in the 
energy value, you would get most of your coal from the strip mines. 

Mr. WessENAvER. I think you have to realize that there are other 
factors in this picture. The TVA plants are located in various parts 
of the system. For example, the Shawnee plant, which is located in 
western Kentucky, is near the Illinois and west Kentucky fields, and 
that plant has access to some of the cheapest coal. When we go to the 
other end of the system, like the Kingston plant in east Tennessee, 
or the John Sevier plant in east Tennessee, or the Widows Creek plant 
in northeastern Alabama, the coal for those plants comes from the 
Tennessee fields where the predominant mining is relatively high cost 
deep mining, so the prices we have to pay at those plants differ from 
the prices we have to pay at the Shawnee plant. 

Mr. Fenton. Of course, I am not trying to criticize any coal from 
any particular area. What I am trying to get at is, would it not 
bring the price of your electricity down to use the cheaper coal? Is 
there not quite a differential there in your costs for steam? Would 
that not make a difference? 

Mr. WessenAver. It makes quite a difference. To produce a 
kilowatt-hour takes about eight-tenths of a pound of coal, so, 
obviously, if you get coal cheaper, it would have quite a bearing on 
the cost per kilowatt-hour generated. In locating the plants we have 








411 


to take into account a number of factors. One is the proximity of 
the plant site to fuel; the proximity of the plant site to adequate 
condensing water; third, the proximity of the plant to the potential 
load which needs to be served from such a plant, and obviously we 
have to weigh these various factors in determining. whether we 
should locate closer to the coal and build more transmission lines, or 
whether we should locate a little farther from the coal, if we have good 
transportation for the coal, and minimize the transmission cost. All 
those factors enter into it. They must be taken into consideration 
in the decision on plant location, and it also enters into the decision 
from day to day and hour to hour as to which plants are operated 
most heavily, based upon the current cost of coal to each specific 
plant. 
HOME HEATING 


Mr. Fenton. How many homes does the TVA heat by electricity? 

Mr. WessenavurEr. There are approximately 130,000 homes in the 
area which heat with electricity. 

Mr. Fenton. They heat their homes by electricity? 

Mr. WesspNAUER. Yes. 

Mr. Fenton. I am not talking about gadgets, electrical gadgets, 
I mean heat the homes. 

Mr. WeEssENAUER. Yes. 

Mr. Fenton. 130,000? 

Mr. Wessenavurr. Yes. I think you will notice more and more 
the possibility of heating homes by electricity is extending into other 
parts of the country. A number of power systems are actively en- 
couraging the development of that type of load and are finding that a 
number of their customers, particularly those building new homes, 
are undertaking to do so. 

Another recent development has been the use of the heat pump, 
which is in effect a large refrigerator motor which can serve to take 
heat from the outside and put it into the home; in the summertime 
you reverse it and take heat out of the home and put it into the 
outside air. 

I think one thing that is of great interest is that this is one way that 
the coal producers are keeping the heating market. As you know, 
many homes have been converting from coal heat to oil and gas. 
When they heat with electricity, since the electricity is produced 
predominantly by coal, it is a way that the coal producers are in- 
directly retaining some of the heating market which they otherwise 
are losing. 

Mr. Fenton. Did you ever try anthracite coal? 

Mr. Wessenaver. No, we have not, Mr. Fenton. Of course, our 
furnaces are designed to burn the coal of our area. When we buy 
boilers to produce the steam to run the turbogenerators the manu- 
facturers design them in consideration of the type of coal which is 
likely to be in the vicinity and utilized in those particular furnaces. 

We have not tried to burn anthracite because we have no anthracite 
in those areas. I believe some anthracite is used elsewhere in the 
country. You probably know better thanI do. It is used in eastern 
Pennsylvania in some of the steam plants. 

Mr. Fenton. Yes. Plenty of it is used; not as much as is used 
down in the Tennessee Valley. I believe the utility company in my 








412 


particular area is the largest consumer of anthracite, using over a 
million tons a year. They do use it and it is good. 

How much does it cost to heat a home of, say, five rooms with 
electricity? 

Mr. WessEenaAver. Properly insulated, I would think the heating 
bill would be $75 to $100 a year. 

Mr. Fenton. A year? 

Mr. WEssENAUER. Yes. 

Mr. Fenton. That is pretty cheap heat. 

Mr. Wessenaver. That is right. Of course you must recognize, 
in evaluating those figures, the climate in which we are situated. 
You cannot compare that with an area that has a greater number of 
degree days than we have in the Tennessee Valley area. 

Mr. Fenton. I understand you get pretty severe weather down 
there. 

Mr. WessenAverR. Occasionally we get a day of 15 degrees, but 
most of the time the temperature is above 30. 

Mr. Evins. Will the gentleman yield? 

Mr. Fenton. Yes. 

Mr. Evins. Do you have any figures as to the total income to the 
TVA from the sale of power for home heating alone? 

Mr. Wesssenaver. No. 

Mr. Evins. It is not refined that way? 

Mr. WessEenaver. No. 

Mr. Fenton. I will pass at this time. 

Mr. Cannon. Mr. Budge? 


RATES 


Mr. Bupeer. As I understand your wholesale rate structure, your 
interdivisional is 3.7; your sales to the AEC are 3.75; your sales to 
municipalities and co-ops are 4.25, each expressed in mills. 

Do you sell to any other customers other than those? You sell to 
the Department of the Army; do you not? 

Mr. Wessenaver. They have some small installations; yes, sir: 
to which we sell directly. We also sell directly to some industrial 
concerns which use large quantities of power. 

Mr. Buper. What are their names and the rates charged them? 

Mr. Wessenaver. The average firm and interruptible rate to 
them has been about 3.85 mills per kilowatt-hour. 

Mr. Bupes. In éther words, you are selling cheaper to industry 
than you are to the preference customer? 

Mr. Wessenaver. No, sir. The reason I say that is that it 
looks like it from those numbers, but you have to recognize that the 
industrial loads use power around the clock, so they have higher 
load factors or more nearly continuous use of power. 

Mr. Bunce. If you sell to the large co-op, it uses power around 
the clock, too. 

Mr. WessENAvER. Not to the same degree, sir. It uses some power 
around the clock, but the variation is quite considerable from the 
minimum at night to the maximum during the daytime. 

Mr. Bupae. Do they not have industrial customers? 

Mr. Wessenaver. They have some; yes, sir. But the overall dif- 
ference in the load factors brings about the higher average cost per 
kilowatt-hour to the municipalities and cooperatives. If you com- 
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pare the components of the schedule, Mr. Budge, you will find that 
the rate schedule to industry is higher. To put it another way, if 
the municipalities and cooperatives could use the power around the 
clock, they would have a lower average cost per kilowatt-hour than 
the industrial rate. 

Mr. Bunce. Would you furnish for the record a statement of all 
the other customers you have in addition to the ones that I have enu- 
merated here, and list the rates charged? 

Mr. WessenavEr. The average rate charged in the last year, say? 

Mr. BupcGe. Yes. These figures that I just gave were correct; 
were they not? 

Mr. WessENAUER. Yes, average rate per kilowatt-hour; yes, sir. 

Mr. Bupae. I want the same thing for the other customers to whom 
you sell power. 

Mr. WessEnAvEr. Yes. 

(The information requested follows: ) 


Power sales to other TVA customers than municipalities, cooperatives, Federal 
agencies, and utilities—fiscal year 1956 (firm, interruptible, secondary, and sup- 
plemental power) 





















Kilowatt- | Mills per 
Customers hours Revenue kilowatt- 
hour 

Die Thane 0 i si hittin tesa sb heeded -eentenhh 745, 252, 400 $2, 961, 394 97 
Aluminum Company of America. ---- ocecceugcassanq-ael anu aene 5, 178, 177 57 
Bowaters Southern Paper Co__-_........-..-----..-------.- 235, 170, 600 1, 116, 809 75 
SI | 249, 905, 840 | 1, 033, 100 13 
Momento Cetin OO... 5. on dons cn cen acs eee 1, 002, 350, 960 3, 381, 293 37 
National Distillers Products Co_.......-.-.-.----- bins 127, 283, 654 | 548, 266 31 
Pennsylvania Salt Manufacturing Co----- Shosieme : 105, 440, 000 | 436, 036 1 
Pittsburgh Metallurgical Co........---- ” 499, 993, 180 | 1, 958, 134 
Reynolds Alloys Co. ......--- 132, 747, 605 657, 834 96 


Reynolds Metals Co._.-..___- | 1, 022, 760, 000 | 4, 261, 312 
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Ginga Coppmnnoen Canteen hc iid -| 256, 543, 000 1, 064, 637 15 
Tenmesses Conner Co... .. 20 sendde sae 4 138, 436, 000 | 538, 680 89 
Texas Eastern Transmission Corp---_-_.----- n 142, 135, 763 778, 067 47 
Union Carbide & Carbon Corp-.-_.---------- 671, 656, 391 2, 376, 184 54 
Victor Chemical Works................-.-.- i 418, 620, 000 1, 349, 297 | 22 
Miscellaneous smaller loads_........--- Sictelcncieiiin tiesto i AR 28, 917, 535 156, 667 | 42 


EFFECT OF WATER SUPPLY ON EARNINGS 


Mr. Bunge. I recall that when the Southeastern Power Commission 
was before the committee—they are, of course, having difficulty 
meeting their commitments to the Federal Government—one of the 
reasons was the shortage of water. It is my understanding that you 
have a great surplus of water in your area this year. Would that not 
be reflected in the amount of power that you produce? 

Mr. WessenaveEr. Yes. It is reflected in our estimates, sir, 

Mr. Buper. To what extent? 

Mr. Wessenavurr. Well, in two ways: One is we have somewhat 
more hydro power and produce less steam power; secondly, that we 
are paying a larger dollar amount to Southeastern than we would in a 
dry year. 

Mr. Bunge. In other words, your revenue should go up_sub- 
stantially, should it not, if you are using more of your 0.5 mill hydro 
power than you are of the 2.2 steam power? Would not your revenue 
go up substantially? 








414 


Mr. Wessenaver: Our net income would go up some. That is 
reflected in the tabulation, I believe. Look at page 46. 
Mr. Bupar. On page 48 you say: 


Assuming average streamflow conditions for fiscal year 1957 and fiscal year 1958, 


That is not what you had in 1957, is it, average streamflow condi- 
tions? 

Mr. Wessenaver. We had about average conditions during the 
year over the system as a whole. You will notice on page 46, Mr. 
Budge, our net income for fiscal year 1956 was about $53.8 million; 
our net income for 1957 is estimated at $57% million. That reflects 
partly increased sales and partly the fact that 1957 was a more nearly 
average year than 1956 was. 

Mr. Bupee. Is that all due to your power sales? 

Mr. WessenAveErR. No. It is due to the combination of the two. 

Mr. Bupae. I note that your 1956 estimate also goes up $20 million 
for power sales. 

Mr. Wassenaver. Yes. That is right. That reflects increased 
sales more than a difference in water conditions. 

Mr. Buper. Where do you get the extra power in 1958 to have a 
net income of $20 million more than in 1957? 

Mr. Wessenaver. It is gross income, sir; not net. 

Mr. Buper. Your gross income, then. Where does the additional 
power come from? 

Mr. Wessrenavuzr. That will come from the plants which have re- 
cently been put into operation, like the second Gallatin machine. 

Mr. Buper. When was that started? 

Mr. Wxssenavrr. Three and a half years or so ago. 


Nots.—This plant was started in mid-1952. 


Mr. Bupez. You have had some new starts in the last 5 years? 

Mr. Wussenavuzr. In the last 5 years; yes. 

Mr. Evins. Will the gentleman yield? 

Mr. Bupes. Certainly. 

Mr. Evins. That is a Corps of Engineers project to which you re- 
ferred? 

Mr. Bupa. Yes, but it goes into the TVA system. 

Mr. Evins. They are buying the power, I believe. It is not a new 
addition to the TVA plant itself. It is a Corps of Engineers project 
to which you referred. 

Mr. Wassenaver. It is both, Mr. Evins. Additional capacity 
was recently placed in service in TVA plants and in a Corps of Engi- 
neers plant. 

Mr. Bupes. It ends up in your system, does it not, as electricity? 

Mr. Wessenaver. That is right. 

Mr. Bupasr. That is what I am talking about. 

Mr. WesseNAver. But those were all started, even the Corps of 
Engineers projects, were started more than 4 years ago. 

Mr. BupeGer. You just mentioned one. You said 3%, I thought. 

Mr. Wessenaver. Roughly that. 

Mr. Bupae. I would still like a little clarification on this additional 
water. You first said that you would have an additional net income 
because of the surplus of water over the average year, and then a 
little later you said that the statement on page 48 was correct, that 
you had an average stream flow condition over the entire system. 
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How do those two jibe? Could you clarify that for me? 

Mr. Wessenaver. The figures as they appear in the document 
are estimates for 1957 based on an average stream flow year. The 
figures for 1956, which is the preceding year, represent the actual ex- 
perience in 1956. Actually 1956 was a below normal year, so that 
the increase in net income is attributed in part to an improved water 
year in 1957 over what 1956 was, and also the fact that there are 
greater sales in 1957 than in 1956. There are two factors. 

Mr. Bunge. The same thing is projected into 1958. 

Mr. WessENAvER. The 1958 projection assumes that the difference 
between the 2 years is primarily increased sales, and not improvement 
in water conditions. 

Mr, Bupas. That is what I am trying to get at. Have you shown 
any actual increase in your net income that is due to the additional 
water? It would not appear so from your statement on page 48; nor 
from the projected figures that you have on your 1956 actual, your 
1957 ,estimate, and your 1958 estimate. The increase seems to be 
about the same. 

Mr. Wessenaunr. They are all reflected in there, Mr. Budge: the 
difference in water conditions in 1956, assuming average water con- 
ditions in 1957 and 1958, and the estimates of increased sales from 
year to year. Those estimates are developed in detail by taking the 
projected loads of each customer, or each type of customer, and calcu- 
lating the estimated revenues to be derived from them. 

On the expense side we do our best to estimate the amount of 
energy to be produced from hydro and we assumed about an average 
water year in the estimates for 1957 and 1958. \We estimate probable 
cost of coal used in the production of power, transmission and the 
other expenses that may be incurred. 

Mr. Buper. Of this $17 million increase, 1957 over 1956, how much 
of that is attributable or will be attributable to the favorable water 
conditions which you had in 1957 which you did not have in 1956? 

Mr. WessenaveEr. The increase in gross would not be attributable 
to changes in water conditions, Mr. Budge, because the increase in 
revenue derives from the increase in sales. 

Mr. Bunge. Can you put in the record, then, a statement with 
regard to your net income, which will tell me whether you are going 
to make more money or less money, due to the fact that you had 
favorable water conditions? I am interested. 

Mr. WessENAvER. I can tell you that now. I think I mentioned it 
yesterday. 

I expect that when our final accounts are closed for the fiscal year 
1957 the net income will be in the neighborhood of $1 million more 
than what we show in this document. 

Mr. Bupae. I think that may be what I was trying to get. 

Mr. Wessenaver. [ am sorry I did not get your point earlier. 


HOUSE HEATING 


Mr. Buper. What percentage of the farm homes in the TVA area 
are electrified? 

Mr. WessenavurEr. About 95 or 96 percent now have electricity 
available to them. 

Mr. Buper. Available to them—— 
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Mr. Werssenaver. Or rather are connected. 

Mr. Bunce. There are 95 or 96 percent actually connected? 

Mr. WEssENAUER. Yes, sir. 

Mr. Buper. What is the national average? 

Mr. WessEeNnAver. It is about the same. 

Mr. Bupar. In my State of Idaho, 99 percent of the farms are 
connected up with electricity. 

Mr. WessenAvER. Yes. 1 know there are some States which have 
higher percentages. 

LOAD CHANGES 


Mr. Bupaes. What effect will the assumption by the city of Memphis 
in the building of their plant have on your system? How much does 
that decrease your load? 

Mr. WEssENAvER. Memphis represents about 500,000 kilowatts of 
load on our system. 

Mr. Buper. You will have some time after the first of June of 1958 
500,000 kilowatts that you do not have at the present time? 

Mr. Wessenaver. Thatisright. We will have that much decrease 
in load at Memphis. In the meantime, other loads will be growing 
so that they will be offsetting that decrease. 

Mr. Bupes. In any event, without any construction for TVA, on 
June 1, 1958 you will have an additional 500,000 kilowatts at your 
disposal? 

Mr. WessEeNAvER. That is not exactly right, Mr. Budge, for this 
reason: I do not believe Memphis will have its plant sufficiently com- 
pleted to supply all of its requirements on June 1, 1958. We will be 
continuing to take care of them until their plant, ‘the three units are 
in operation, which I think will be some time early in 1959. 

Mr. Bupas. I was just taking your statement on page 48 that your 
contract expires on June 1, 1958. 

Mr. Wessenaver. Our long-term contract does expire at that 
time, but we will have some obligation to help them out in the interim 
until they get their plant fully in service. 

Mr. Bupes. In any event, early in 1959 you will have this additional 
500,000 kilowatts available to your system? 

Mr. Wessenaver. We will no longer have that load. There will 
be other loads which will take it up. That is all taken into account 
in our projection of need. 


FIXED CHARGES 


Mr. Buper. Would you furnish for the record a statement which 
would reflect the fixed charges, such as amortization, depreciation, a 
corrected figure for your 2.2 mill production of steam power, and 0.5 
mills for hydro power, including what would normally be the fixed 
charges to any other utility system? 

Would you furnish that for the record for me? 

Mr. WessenaveEr. I can make a calculation. It would seem to be 
more realistic to reflect what might be the fixed charges of this sys- 
tem rather than some other system. 

Mr. Bupae. In what way would it differ? 

Mr. WessenAver. Well, I think the utility companies attempt to 
earn a 6 percent return. We are operating with a 6 percent return for 
one thing, and if you want to reflect costs of money to the Govern- 
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ment, the 4 percent return could be reduced to between 2 and 3 
percent. 

Mr. Bunpes. It would be a little higher than that right now. 

.Mr. WessenavurEr. Three percent now, perhaps. 

Mr. Bunce. Furnish that for me the best way you can; reflect what 
your fixed charges are, and show just what you use as the fixed 
charges in TVA. 

Mr. Wessenaver. All right, sir. 

(The information referred to follows:) 

Production costs for 1956, including depreciation, averaged 1.06 mills per kilo- 
watt-hour for TVA hydroplants and 2.66 mills per kilowatt-hour for TVA steam 

lants. If an allowance is added for imputed interest, that would add, for the 
ydro, about 0.65 mill for interest at 2 percent, or 0.98 mill for interest at 3 per- 


cent, and for the steam, about 0.28 mill for interest at 2 percent or 0.42 mill for 
interest at 3 percent. 


PAYMENTS IN LIEU OF TAXES 


Mr. Bupaer. I have just one other item. 

I notice that in fiscal year 1958 you will be spending $5,498,000 for 
payments in lieu of taxes. 

Does that mean local taxes in the area? 

Mr. Wessenaver. Yes, sir. The TVA Act, Mr. Budge, in section 
13, provides that TVA shall pay to the States and counties in which 
it operates 5 percent of its gross receipts derived from the sale of power 
to agencies other than the Federal Government. 

Mr. Buper. In other words, an attempt is made to meet the local 
tax burden, but no attempt is made to meet the national tax burden? 

Mr. Wessenaver. The provision in the TVA Act was worked out 
by the Congress and the region. A provision for such payments was 
in the original act, but it was modified in 1940, I believe, to the present 
formula. 

Mr. Bupce. I am just trying to convince my friend from Tennessee, 
Mr. Evins, that compared with the rest of the country, he has a pretty 
good deal here. When the Federal Government builds a powerplant 
out in my State, we do not get payment in lieu of taxes in our local 
areas, and we also have to pay from the local area interest to the 
Federal Government on the Federal Government’s investments. It 
is just the reverse of what you have got in TVA. 


NET RETURN ON INVESTMENT 


Mr. Wessenaver. As to TVA, Mr. Budge, the power consumers 
of the Tennessee Valley area are paying TVA enough in their power 
rates to earn a 4 percent return on the investment which the Federal 
Government has made in its power operations. Thatis more than the 
interest cost, so it seems to me that insofar as the consumers of the 
area are concerned, they are paying more than the interest cost of, the 
Federal Government. 

Mr. Bunge. Of course, on a lot of that power you have a 4 percent 
differential that you are selling back to the Federal Government. 

Mr. Wessenaver. It is also applicable to the power sold to the 
municipalities and cooperatives and the other consumers of the area. 

Mr. Bupae. But it also applies to this tremendously big load that 
you sell to the Federal Government. 

Mr. WesseNAvER. That is true. 
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Mr. Buper. The system belongs to the people and yet when you 
sell back to the Federal Government you have a 4 percent differential 
tacked on. 

Mr. Wessenaver. No, sir. It is the same 4 percent to both. 

Mr. Bunce. I mean, it is tacked on when you sell it to the AEC. 
You charge them the 4 percent differential, do you not? 

Mr. Wessenaver. We are earning 4 percent on all of our invest- 
ment, including the investment dedicated to AEC as well as that 
utilized in serving the other consumers of the valley. 

Mr. Bunce. In other words, when you sell to the Federal Govern- 
ment you are tacking on a 4 percent differential. That is what it 
amounts to. 

Mr. Wessenaver. I do not think so, sir. If it is a differential, it 
has to be from something, but the same applies to both. It cannot be 
a differential. 

Mr. Bupaer. Well, in any event, the Federal Government is paying 
the same differential that the other users are; is it not? 

Mr. Wessenaver. That’s right, sir. 

Mr. Bunce. That is what it amounts to. The Federal Government 
is paying 4 percent differential on power it buys from TVA. 

Mr. Wessenaver. It applies to the other customers as well. 

Mr. Buper. Where does the 4-percent return that you are talking 
about end up? That does not come back to the Treasury of the 
United States; does it? 

Mr. Wessenaver. No, sir; not as cash. It is represented by 
increased investment in the system. 

Mr. Bupae. Yes; in the area. 

Mr. WEssENAUER. In the system; yes, sir. 

Mr. Bunce. That is quite different than out in my country where 
we have to collect from the power users of the Federal powerplant 
enough money to pay interest that comes back here to Washington 
in the Federal Treasury. This 4 percent you are talking about does 
not come back to Washington. It is reinvested in TVA. I am just 
trying to convince Mr. Evins he has a really good thing there. 

Mr. Evins. Will the gentleman yield? 

Mr. Bupes. Certainly. 

Mr. Evins. I would advise my friend that the TVA has not come in 
for any rapid tax amortization write off in the amount of $83 million 
as did the Idaho Power Co. It has not asked for such favoritism. 

Mr. Bupex. You and I could have a long discussion about that. 

A lot of the companies that are served by the TVA got the tax write- 
offs and you know it as well as I do, including some of your biggest 
users down there. We will not get into that. That would prolong 
the hearings a little bit. 
Cy¥Mr. Evrns. I would say to the gentleman that the private power 
companies on the perimeter of the TVA have had more customers, 
have paid more dividends, and have made more profits in the past 
several years than at anytime before. The TVA yardstick and 
example has been an excellent teacher to the utilities, but they don’t 
seem to appreciate their teacher. 

Mr. Bupae. Some of that money gets to Washington. 

That is all, Mr. Chairman. 

Mr. Taser. I have just one more question. 

Mr. Cannon. Mr. Taber? 
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PAYMENTS FOR POWER BY AEC 


Mr. Taser. About how much more than the other users per year 
would the AEC be paying to the TVA? Would it run as high as $18 
million or $20 million? 

Mr. WessEeNnAvER. I do not understand your question, sir. 

Mr, Taser. Some of these municipalities and the REA have cer- 
tain rates, and some of the industrial outfits have certain rates. 

Now, if the AEC were charged the same rates as the municipal, 
would they be paying less money? They would, would they not? 

Mr. Wessenaver. I think they would be paying more money: 

Mr. Taser. You think they would be paying more? 

Mr. WessENAUER. Yes, sir. 

Mr. Taser. How much was spent in this year for the construction 
of powerplants, either finishing up or starting, or whatever took place? 

Mr. Wessenavuer. When you refer to “this year,” which year do 
vou mean, Mr. Taber? 

Mr. Taser. I mean fiscal year 1957. 

Mr. Wessenaver. For 1957, I do not have the actual expenditure. 
The estimated expenditures for power facilities in fiscal year 1957 are 
about $80 million, sir. 

Mr. Taser. Was that very largely on hydro or largely on something 
else? 

Mr. WesseNAvER. Steam plants and transmission facilities. 

Mr. Taser. Is there a place in this folder where I would find that? 

Mr. Wrssenaver. Page 1 gives the tabulation for facilities financed 
by appropriations, and page 3, gives the figures for facilities financed 
through corporate funds. 

Mr. Taser. You show in the neighborhood of $22 million of naviga- 
tion, flood control, and power. 

Mr. Wessenaver. The first item is marked “power supply facili- 
ties.” It is under that general heading, and it is $22,800,000. 

Mr. Taper. The transmission ts $81,000. 

Mr. Wessenaver. That is right. 

Mr. Taner. The other one is page 3? 

Mr. Wessenavuer. Yes, sir. 

Mr. Taser. There you show corporate-financed obligations of 
power facilities of about $30 million, and transmission facilities, 
$26 million. 

Mr. Wessenaver. That is right, sir. 

Mr. Taser. That is in addition to the page 1 setup? 

Mr. Wessenaver. That is right, sir. 

Mr. Taser. Thank you. 

Mr. Bupas. Mr. Chairman, could I ask one more question? 

Mr. Cannon. Mr. Budge? 


AVERAGE RETAIL CHARGE TO CONSUMERS 


Mr. Bupae. I wonder if you would furnish for the record a state- 
ment of the average retail charge to consumers paid by the munici- 
palities and the co-ops to whom you sell the power at 4.25 mills? 
What I want is their average retail rate to their customers, 

Mr. WeEssENAveER. Yes. 
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(The information requested follows:) 
In fiscal year 1956 the average retail rate was 1.1 cents. 
Mr. Buper. Thank you. 


RATES TO AEC 


Mr. Cannon. Before we leave the subject, will you put in the 
record a table showing the rate paid by AEC to private companies, 
as wellasto TVA? I took it for granted it secures current and power 
from other sources than TVA. 

Mr. WESSENAUER. Yes, sir. 

Mr. Cannon. Show the rates it pays both to private companies 
and to the TVA. 

(The matter referred to follows:) 

The following information shows the average rate per kilowatt-hour under 


firm long-term contracts for the energy purchased by AEC under such contracts 
during the calendar year 1956. 


Millions of Mills per 

















kilowatt- kilowatt- 
hours hour 
Tennessee Valley Authority, Oak Ridge...........-...-.-.-------------.-.-- 13, 403 | 3. 793 
NO Fel ROI, FIIs ore cin cnc epenntennedecsennnseneiscoens | 8, 200 | 3. 661 
Tennessee Valley Authority, total_..........-- nhbpenpadabéhndeocete ms 21, 603 3. 742 
Ee at ine bi idk atten capedccadses a aeuineeus andes 6, 456 3. 820 
SPEER Abe MIMS edb mededocd Lhuibembsasgtibsciedars babu tishitdecudde 15, 757 | 3. 803 





Mr. Cannon. Mr. Kirwan? 


NATIONAL VALUE OF TVA 


Mr. Kirwan. I have been sitting here listening. I think I under- 
stood you to say that TVA is self-supporting and self-liquidating, as of 
today; is that right? 

Mr. WessEenAvEr. That is right, sir. 

Mr. Krrwan. The Federal Government takes about 54 percent of 
TVA power for national defense; is that correct? 

Mr. Wessenaver. A little more than that. 

Mr. Kirwan. It is taking more than that. There must be a tre- 
mendous reduction, then, to the Federal Government that is taking 
that much power for national defense. We must be saving many 
dollars in taxes in order to be able to furnish that power to the Federal 
Government. 

Mr. Wrssenaver. We supply about 30 billion kilowatt-hours to 
the Federal Government, and, if we were not supplying it, it would 
cost somewhat more. If the differential was as much as a mill, that 
would be $30 million a year. 

Mr. Kirwan. They would have to get it somewhere else. The 
biggest budget we have here today is for national defense. That is 
our worry. That has the whole country stymied. 

[ only know of one department in Government—maybe I am 
wrong—that comes within a few million dollars of taking in as much 
money as it is paying out. I think that is the Interior Department. 
All the rest are spending a tremendous amount of money. A number 
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of them spend billions. Here is an agency that is self-liquidating and 
self-supporting. You are doing a good job. 

I have heard a lot asked here this morning about the number of 
different rates charged by TVA. The last year I was on the city 


council in Youngstown they had a private utility to furnish power. 


I found out the TVA is not one iota different from them. They had 
many, many rates to private utilities. 

The city of Youngstown got very cheap rates. The district got a 
cheap rate for using more power than somebody else. I agree with 
that. I am for it. They probably had 50 different rates, just the 
same asthe TVA. It was no different. 

I found that out in my last year in the city council. I repeat, I 
happened to be chairman of the finance committee that was negotiat- 
ing that contract. It was startling to me the number of rates they 
had. That is the way it should be. Some, depending on the quantity 
or type, are entitled to a cheaper rate, whether it is TVA or a private 
utility. 

When the original act was created in 1933, every newspaper in the 
country reported the hearings, and how Wendell Willkie fought it, 
and how he fought it—a man of brains, ability, and chairman of the 
Commonwealth Southern, probably the biggest power company in the 
United States. 

We did not use the methods that business used. We used ‘We 
the People” methods. When we took over Commonwealth Southern 
we gave them dollar for dollar for what they had invested in that part 
of the Nation. 

When a big business comes along today and they rub out some store 
that has been there for 50 or 75 years, you do not hear tell of big busi- 
ness paying that little grocery store. I am not condemning them. 
The United States was fair in her practice and methods. She gave 
them dollar for dollar what they invested and, to Wendell Wilkie’s 
everlasting credit, the biggest opponent of TVA, a brain in electricity, 
he said before he died, ‘“The United States Government was within 
her rights in developing her resources and TVA.” 

I am surprised, and it is a delightful surprise, this morning that 
you are self-liquidating and self-supporting. You have turned back 
to the United States Government $226.5 million of her investment, 
along with heating 138,000 homes down there. Just think that in 
1929 only 29 out of every 100 humans in the United States had 
electricity. We were in the dark ages. 

Now, 96 percent throughout the South are electrified. The gentle- 
man from Idaho said 99 percent were electrified in his State. In 
the State of Ohio, which we think is an up-to-date State, there are 
300,000 getting electricity from the REA. We thought Ohio was a 
great State. 

TVA is helping industry, utilities, the farmer, the homeowner, and, 
above all, she is helping our national defense in this country. She is 
giving us the lights. She is giving us the light to go forward. 

Mr. Cannon. Is there anything further on this subject? 

Mr. Jensen. Mr. Chairman? 

Mr. Cannon. Mr. Jensen? 
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FISCAL COMPARISON BETWEEN TVA AND A HYPOTHETICAL PRIVATE 
UTILITY SYSTEM 


Mr. Jensen. I asked the Federal Power Commission to give me 
some facts and figures relative to TVA and some of the other Federal 
power projects throughout the country. On June 27, 1957, I got 
this reply to a letter in which I asked them to furnish me the facts and 
figures relative to TVA based on the same percent of investment which 
the private utilities pay in Federal taxes, and, according to the FPC 
staff, the average over the Nation which the private utilities pay in 
oon taxes on their power investment is 3.61 percent. Here is the 
etter: 


FEDERAL PowER COMMISSION, 


Washington, June 27, 1957. 
Hon. Bren J. JENSEN, 


House of Representatives, Washington, D. C. 

Dear Mr. JENSEN: Reference is made to our letter of June 21, 1957, wherein 
you were advised that the requested computation for Tennessee Valley Authority 
would be forwarded to you within the next few days. There is set forth below 
the results of our staff’s computation which you requested. 

With respect to the projects of the Tennessee Valley Authority, using the 
amount stated in your letter of $1,500 million and assuming a Federal tax rate 
furnished by you equal to the national averag2 for the private utility system and 
stated to be 3.61 percent of undepreciated plant investment applied to the $1,500 
million less depreciation annually of 2 percent computed on an average basis for 
each year, the potential tax losses would be $1,353,750,000. If compound in- 
terest at 344 percent is applied on the accumulated hypothetical loss to the end 
of the 50-year period—which is, as you know, the payout period for most Federal 
projects that are built under the Bureau of Reclamation—the total potential 
losses would be $4,595,329,754 (including the $1,353,750,000). 

In regard to the second part of your letter r2lating to the theoretical accumu- 
lative loss to the United States Treasury from nonreceipt of interest on the 
Tennessee Valley Authority investment, the Federal Power Commission’s staff 
has made a computation in accordance with your directions which results in the 
cumulative amount of $3,050,763,030. This amount reflects the accumulated 
interest for 50 years at 3% percent compounded annually on the investment of 
$1,500 million after considering annual repayments of $37,500,000 annually over 
a 40-year period commencing with the first year. 

It is hoped that the foregoing computations and the material previously 
transmitted to you satisfactorily answer your inquiry. 

Sincerely yours, 
FREDERICK STUECK, Acting Chairman. 

Now, Mr. Chairman, when we talk about the TVA paying its own 
way, that letter disputes such a contention word for word, and that 
letter comes from a source that 1 do not think one can dispute. 

The $1,500 million figure that I based my question on is a little 
less than the amount of money that the Federal Government has 
invested in power-producing facilities on which basis a comparison 
should be made with private utility taxes to the Federal Government. 

Mr. Cannon. As the gentleman very well knows, he states a very 
hypothetical case, a case which could hardly be expected to be 
presented in reality. In the first place, private industry would never 
have developed an equal volume of business with that handled by 
TVA. They could not, and I think they would not, under the condi- 
tions stated. 

In the second place, private industry would not supply all of the 
many services which TVA has supplied, of benefit to the Nation, in 
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the way of national defense, flood control, and many other advantages 
which have come from TVA. 

In the third place, private industry would have come in for a tax 
writeoff, while TVA pays its way in full without a tax writeoff. 

Mr. Jensen. Mr. Chairman, I do not think you want to say TVA 
mye its own way. 

Mr. Cannon, Oh, yes; it paysitsown way. It has been so testified. 

Mr. JENSEN. It does not pay its own way. 

Mr. Evins. Will the gentleman yield? 

Mr. Cannon. The gentleman from Tennessee. 

Mr. Jensen. Let me correct this statement, Mr. Chairman. 
This computation does not start from the beginning of TVA. It 
starts from this day, and 50 years hence. That is how they arrived 
at those computations. 

Mr. Cannon. The computations may be on $1% billion. Of course, 
TVA has not had $1% billion. 

Mr. JENSEN. Altogether they have had one billion nine hundred 
and thirty some million dollars. 

Mr. Cannon. Throughout the life of TVA. 

Mr. JENSEN. For all of their program down there. They have had 
$1,336 million for power producing and transmission facilities which 
the taxpayers of America have invested down there out of their own 
pockets, and in addition over $300 million of the purported TVA 
net return to the taxpayers has been invested in TVA power facilities. 

Mr. Evins. Will the gentleman yield? 

Mr. JensEN. Yes. 

Mr. Cannon. Yes. 

Mr. Evins. Another deficiency in the argument of the gentleman 
from Iowa is the fact that the law with respect to TVA provides for 
complete amortization within a 40-year period—not 50 years as 
indicated. You have compounded your figures on a 50-year basis 
whereas the law specifically requires TVA to pay out in 40 years. 
Your figures are entirely erroneous and exaggerated. 

Mr. JENSEN. The last computation is on a 40-year-payout basis, if 
the gentleman will read the letter. 

Mr. Cannon. I wonder if Mr. Wessenauer would care to comment 
on this matter at this time? 

Mr. WessENAvER. Yes; I would like to, Mr. Chairman. 

Mr. Cannon. Will you comment on the letter that has just been 
read? 

Mr. WessENAUER. I would prefer to have an opportunity to study 
the letter before trying to comment fully on it. 

Mr. Cannon. You may give us your statement now and then 
supplement it. 

Mr. Wessenavenr. I think when you look at the question of whether 
TVA is self-supporting and self-liquidating you need to look at it 
from the standpoint of what costs does TVA incur and not what 
costs other people incur in their operations, and the test must be as to 
whether or not the TVA system, in its power rates, is recovering 
money sufficiently to pay for its out-of-pocket operating and mainte- 
nance expenses, its in-lieu taxpayments, its depreciation on its plant, 
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and whether, in addition, it earns enough to cover whatever costs 
the Government may have had in borrowing the money which is 
made available to the TVA power system. 

I submit that the record indicates that the earnings we have had 
over the past 20-some years have been sufficient to pay for operation 
and maintenance, to pay for the in-lieu taxpayments to the States 
and counties and to take care of depreciation on a straight-line basis. 
Over and above that, the earnings have been sufficient to show a 4 
percent return on the investment, which has been dedicated to the 
TVA power program. 

That 4 percent might be compared with what the Government may 
have incurred in the way of interest costs, in borrowing the money, 
if all of it were borrowed and invested in the TVA system. The record 
shows that during much of the time when the TVA facilities were 
being built that the Government was borrowing money for 2 pereent 
or so. So the earnings of 4 percent are greater than that, and I 
think that the statement is correct that the TVA power program is 
self-supporting and self-liquidating. 

Some of these comparisons which are made with respect to what 
other people’s costs are and what they incur, of course, will produce 
different results. Utilities try to earn 6 percent, and obviously have 
different cost factors, but when you look at the question of what TVA 
has done, I think the record is clear that TVA 1s self-supporting and 
self-liquidating. 

I think one other factor ought to be remembered in making these 
comparisons: That a sizable part of this investment in the TVA 
power program is dedicated to supplying the Government’s own oper- 
ations of the Atomic Energy Commission at Oak Ridge and Paducah. 
A sizable power investment is devoted to that service. 

Mr. Cannon. Do you think that the AEC operation could have 
been carried out and the atomic bomb developed by private plants? 
Could it have been done without TVA and the amount of energy 
supplied by TVA? 

Mr. WessenAver. One of the reasons they located at Oak Ridge, 
as given by the Manhattan District, was the availability of power. 
We did supply a large amount of pow er in the early days to the Man- 
hattan project, prior to the dropping of the first bomb. 

Mr. Cannon. And the military authorities of the country have 
testified—I think there is no difference of opinion down there at the 
Pentagon—that without the atomic bomb we would have sacrificed 
something like a million young men in casualties taking Japan. 

Mr. Bupex. Would the chairman yield to me? 

Mr. Cannon. Yes. 

Mr. Bupesr. It is interesting to note, bringing this up to date, that 
the engines for the Nautilus and the engines for the atomic airplane 
are being developed in the State of Idaho and the power is being 
furnished by a private company. 

Mr. Cannon. But the atomic bomb would not have been developed 
as it was in that length of time without the TVA. 

Mr. Wessenaver. Some of the TVA power is going to Combustion 
Engineering which I believe is making some materials for the reactors 
for the submarine. They are being made in Tennessee with TVA 
ower. 

: Mr. Jensen. You say the atomic bomb would not have been 
developed had it not been for TVA. Now, the Federal Power Com- 
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mission records show that there was much more available electric 
power in other areas of the country for the building of the atomic 
bomb and for every kind of use that electricity goes to than there was 
in the Tennessee Valley, so I cannot see that your statement has much 
force. 

Mr. Cannon. I might say that Mr. Wessenauer just substantiated 
that. 

Mr. JeNsEN. Let me say in closing, Mr. Chairman, I was chairman 
of the Subcommittee on Government Corporations for appropriations 
for fiscal year 1948 when this question came before us of the Tennessee 
Valley paying back into the Federal Treasury over a period of 40 
years that part of funds which the Congress had appropriated for 
revenue-producing facilities in the Tennessee Valley. 

We had 4 days of sessions with the Chairman ‘of the Board, Mr. 
Clapp; Senator Gore was on the committee at the time and I just 
cannot remember who all the rest of the members were. 

Senator Gore, during the fourth day of the hearing, said to Mr. 
Clapp, who was opposing the payback, which the committee had 
requested, finally said, ‘“Mr. Clapp, I am goimg to vote to require 
TVA to pay back over a period of 40 years that part of the funds 
which Congress has appropriated for revenue-producing facilities in 
TVA. I must do that in all honesty and fairness.’ 

Then I attempted to get a 2 percent interest clause adopted, and 
we battled about that for quite some time, as the hearings will indi- 
cate, but I was unable to get that done. 

Had that been done, and the TVA had been required to pay, 2 per- 
cent interest on their revenue- producing facilities in Federal taxes, I 
would have had no objection whatever to TVA today, except that I 
think 3 TVA men have too much authority to run this great empire 
within our American economy. 

As one member of the Board told me in secret when I visited the 
Tennessee Valley, “For heaven’s sake, don’t let this river authority 
program such as we have here spread into other river valleys because 
it is more power than any 3 bad men should have or any 3 good men 
should want.’”’ That was his statement. That is why I have been 
opposed to river authorities ever since, because they cross State lines. 

River valleys cross State lines. They are no respecter of State 
boundaries, and if we permit river valley authorities to spring up in 
all our river valleys, our sovereign States will be rendered null and 
void, and we will have 9 separate district river valley authorities in 
this Nation instead of 48 sovereign States. 

Mr. Evins. Will the gentleman yield? 

Mr. Jensen. You can say anything about my position you want, 
but I am sure I take the position that is safe and sound, and will be 
good for America over the long pull if we go along with the American 
way of doing things, which I am sure is the way most of us want to 
go, but we get to be ambitious for power and place and it has no part 
in our American way of doing things. 

As I said before, if TVA paid Federal taxes comparable to other 
projects of like nature and paid interest comparable to what other 
agencies and people pay when they borrow from the Federal Govern- 
ment, then I would have not one objec tion to TVA except that I shall, 
so long as I have breath, do everything I can to see to it that no 
other river valley is organized into a river valley authority such 
as TVA. 
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That is all, Mr. Chairman. 

Mr. Cannon. Mr. Wessenauer, you have demonstrated conclusively 
here that TVA pays its own way; that it is self-sustaining and self- 
supporting; and that it supplies a service to the consumer at the 
lowest possible figure. 

We realize what the cost of current would probably be today if it 
was produced and distributed solely by private sources. 

It has protected the consumer, but you would not advocate the 
Government taking over a monopoly of the production and distribu- 
tion of electricity, would you? What would you advocate? 

Mr. WeEssENAUER. No, sir, [ would not advocate that. 

Mr. Cannon. As serviceable and sufficient as TVA has been, 
would you advocate the Government establishing a monopoly in the 
production and distribution of electricity? 

Mr. WessENAUER. No, I would not, sir. 

Mr. Cannon. As a matter of fact, it produces comparatively a 
small percentage—much less than half of the power consumed, as I 
understand it. 

Mr. WessENAUER. Oh, yes; that is right. 

Mr. Cannon. So that when we talk about people trying to get 
power, trying to establish monopoly, it is not the Government, but it 
is private industry that is trying to destroy TVA and reaching out for 
power. If they could destroy TVA and establish a monopoly, we can 
figure what the consumer would have to pay. 

We will not take up atomic energy this afternoon. We will com- 
plete this work and we will take up atomic energy in the morning at 
10 o’clock. 

Mr. Fenton. Mr. Chairman? 

Mr. Cannon. Dr. Fenton? 

Mr. Fenton. Just one question along the line that I talked a while 


ago. 


HOUSE HEATING 


You said there were 130,000 homes heated by electricity in the 
TVA area. 

Mr. WESSENAUER. Yes, sir. 

Mr. Fenton. What percentage of homes is that in the whole area? 

Mr. Wessenaver. A little less than 10 percent. 

Mr. Fenton. Thank you. That is all, Mr. Chairman. 

Mr. Cannon. Thank you, Doctor. 

The committee stands adjourned until this afternoon at 2 o’clock. 


FISCAL COMPARISON BETWEEN TVA AND A HYPOTHETICAL PRIVATE 
UTILITY SYSTEM 


Mr. Rasaut. The committee will come to order. 

Mr. Wessenauer, what is your estimate of the annual savings to the 
Federal Government as a result of the Atomic Energy Commission 
being supplied with TVA power? 

Mr. Wessenaver. Mr. Rabaut, TVA supplies the Atomic Energy 
Commission with about 30 billion kilowatt-hours a year. It is 
difficult to figure what the saving is precisely because there is no 
private supplier who, under normal arrangements, has a load of that 
magnitude. 
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Mr. Rasavut. You could judge it on a unit basis of some sort, can 
you not? 

Mr. WesseENAUER. You can, sir. I was going to point out that for 
loads of 20,000 kilowatts, TVA rates are perhaps 3 mills per kilowatt- 
hour lower than rates of utilities in adjacent areas. But for this 
particular load, I would be inclined to cut the difference down to 
nearer a mill a kilowatt-hour. On that basis you might estimate the 
savings in the order of $30 million a year. 

Mr. Rasaut. When you say that you would cut it down to a mill, 
would you say that is because you feel that private industry would 
make a rate as low as that? 

Mr. Wesspenauerr. I think possibly they might have made a rate 
in that order. 

Mr. Rasaur. If they had that sort of a piece of business? 

Mr. Wessenaver. If they had a load of that size. Generally as 
the load is larger the unit price is less per kilowatt-hour. 

Mr. Rapaur. At that low rate you would arrive at what figure? 

Mr. Wesspnaver. About $30 million a year. 

Mr. Rasavutr. The Atomic Energy Commission is also supplied with 
power from other sources. Is there any peculiar circumstance that 
makes this power cheaper than it might otherwise have been, and if 
so, what is the estimated annual savings to the Federal Government 
in this connection? 

Mr. WessenaveEr. Well, there are two other major suppliers to the 
Atomic Energy Commission, the Electric Energy, Inc., at Padueah, 
and the OVEC companies in Ohio. They supply about 20 billion 
kilowatt-hours. They made some special financing arrangements 
which were quite a bit different from their normal practice in supply- 
ing other loads. I believe they did that in order to have rates Which 
approached those of TVA, so you might say TVA had some effect 
upon the arrangement the Atomic Energy Commission was able to 
work out with them. 


Mr. Rasaut. What would be your estimate of the annual savings 
in that regard? 

Mr. Wessenaver. If you used the same mill per kilowatt-hour, 
that would be about $20 million a year. 

Mr. Rasaut. Those 2 figures bring your estimated annual savings 
made by the Federal Government because of the TVA to about 
$50 million? 

Mr. Wessenavuer. That is right, sir. 

Mr. Rasavt. If that is compounded at 3% percent what would the 
total savings be in 50 years? 

Mr. Wessenaver. I think that would be in the order of $6.5 
billion. 

Mr. Rasavt. So the Federal Government’s savings over a 50-year 
period because of TVA are considerably more than its losses by virtue 
of not having a private utility system in the Tennessee Valley area, as 
indicated by the figures of Mr. Jensen from the Federal Power Com- 
mission? 

Mr. Jensen. Will the gentleman yield? 

Mr. Rasaut. I yield. 

Mr. JensEN. The average Federal tax paid by private utilities on 
each kilowatt-hour of power which they market is over 2 mills. 
Starting with Mr. Wessenauer’s own figures when he said savings to 
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the Federal Government would amount to about $6.5 billion, if you 
were to compound the 2 mill Federal tax which private utilities would 
pay on each kilowatt-hour, it would double the $6.5 billion, or make 
a grand total of $13 billion. 

Now, go ahead and dispute that figure. If you want to get into 
figures, 1 was in the lumber business for 24 years. I have been on this 
committee for 29 years dealing with figures almost exclusively, and 
I can figure a little too. 

Mr. Rasavr. Off the record. 

(Discussion off the record.) 

Mr. Wessenaver. When you try to figure equivalents of the 
income tax, which is computed on the basis of net earnings, you would 
have to recognize the amount of earnings derived from each piece 
of business, and I am sure no utility company has in its rate to large 
industrial users as much as 2 mills a kilowatt hour for Federal income 
taxes. 

Mr. Jensen. The average over the Nation is over 2 mills, my 
friend, and with local and State taxes it is over 4 mills. That is the 
record. You can look it up. 

Mr. Wessenaver. I think that you misunderstood me. I said 
relating it to the component in the rates to large industrial users, I 
doubt if it would be as much as 2 mills per kilowatt-hour. 

Mr. Jensen. I do not care how you twist it around. I took m 
figures from your figures, and they will stand in the record as stated. 

Mr. Rasavt. As I understand his reply, he feels if private utilities 
had a piece of business the size of the business that we have been 
referring to here, the Atomic Energy Commission, they would supply 
it at a figure that would bring about the figures that we talked about 
here; namely, the $30 million annual savings in the first instance and 
the $20 million annual savings in the second instance. But that 
would not be predicated upon the 2-milil figure that my friend, Mr. 
Jensen, refers to, because Mr. Wessenauer is not predicating his 
figure of $50 million here on the gross sum. 

Mr. JENSEN. | am predicating my figures on the same assumption 
that the gentleman from the Tennessee Valley based his figures. 

Mr. WessenavER. What I was saying is, if the power is being 
sold by a private company for 5 mills per kilowatt-hour, there could 
not be 2 mills in that rate for Federal income taxes. 

Mr. JENSEN. What is the difference between OVEC rates and 
TVA rates to the Atomic Energy Commission per kilowatt-hour? 

Mr. Wessenaver. The OVEC rate is 3.80 mills per kilowatt-hour 
during the calendar year 1956, and TVA’s rates for long-term supply 
at Oak Ridge is 3.79 at Paducah 3.66. 

Mr. Jensen. OVEC pays quite a considerable amount in Federal, 
local, and State taxes. 

Mr. WessENAUER. They pay a relatively small amount. 

Mr. Jensen. Compared to what? 

Mr. WessENAUER. Compared to their gross revenues, or compared 
to their plant. I can give you some figures on that. I do not have 
them here. 

Mr. Rasaut. Do you want him to supply them? 

Mr. JensEN. I would be happy if he would do that. 

Mr. Rapaut. Supply the figures for the record, please. 

(The matter referred to follows:) 
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Electric Energy, Inc., and Ohio Valley Electric Corp.—Estimated tax costs 
(Mills per kilowatt-hour] 





Federal State and Total 
income local | 
| sacaiepiediaeibdind ia 
1 
Whsatate Rene WOR bois sanessvtnticsiceds wwcictesiaiendcalanaa 0.05 | 0.17 | 0.24 
om eae ae .09 .09 -18 





Source: P. 895, hearings before the Joint Committee on Atomic Energy, Utility Contract Between Atomic 
Energy Commission and Mississippi Valley Generating Co.; 83d Cong., 2d sess. 


The above Federal income tax costs are between 0.15 and 0.37 of 1 percent of 
plant investment. 


Mr. Evins. Mr. Chairman, permit me to make an observation on 
this subject. 

These speculations and estimations of the gentleman from Iowa have 
been based upon a 1 mill per kilowatt-hour calculation. My observa- 
tion is that if we did not have a TVA you could not make that calcula- 
tion on a 1-mill basis because the rates charged by the private power 
companies would be much higher. That is my observation. It is 
true in plans outside the TVA area. 

Mr. Jensen. I[ cannot go along with that statement. Look at the 
rates in the rest of the country. 

Mr. Evrns. I think that is a fair conclusion and a reasonable 
observation. 

Mr, Jensen. We will let it stand. 


MuLTIPURPOSE RESERVOIR OPERATIONS 


Mr. Rasavut. We will now take up multipurpose reservoir opera- 
tions, and we will insert pages 51 through 60 of the justifications in 
the record at this point. 

(The matter referred to follows:) 
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TENNESSEE VALLEY AUTHORITY 
ScHEDULE B-2.— Multipurpose reservoir operations for fiscal years ending June 30, 


1956, 1957, and 1958 


1956 actual | 1957 estimate | 1958 estimate 












Income (incidental income) ------- sda is phase ee $317, 660 $206, 000 $296, 000 

Expenses: | | 
Water-dispatching operations. -............-...-------.---| 556, 932 590, 000 615, 000 
Water-control investigations ‘ ; iéaena 225, 973 319, 000 | 328, 006 
Malaria control -___- = lia tiandiay ete 416, 298 438, 000 438, 000 
Plant protection and services to ae 992, 422 | 1, 025, 000 1, 032, 000 
Operation and upkeep of dam reservations _- ; et 366, 415 540, 000 | 531, 000 
Operation of reservoir lands_...-.........-.---------------| 766, 916 | 831, 000 885, 000 
System improvement studies_--_-_-._- Se | 23, 855 32, 000 32, 000 
manent 12 702758 ed cist ee | 17,010 7, 000 7, 000 
Maintenance 


Sable cn Sagei irieannetam ivlbnin niin wisini ira taeait pee ibeielo 214, 118 | 205, , 000 316, 000 





Total direct expenses: 
Appropriated funds Se cacna achwaeiemeal 1, 953, 085 2, 263, 000 2, 327, 000 
Corporate funds_-..-._--- wnt dba ewede tld abd ote | 1, 626, 854 1, 814, 000 1, 857, 000 


Total 3 PIE (denen ccckwe | 3, 579, 939 | 
Distribution of administrative ‘and "general expenses | 








4,077 000 4, 184, 000 











(schedule B-5) | 250, 028 276, 000 280, 000 
fan Eee ES 

Total expenses before depreciation - - Ast 3, 829, 967 | 4, 353, 000 4, 464, 000 
Depreciation on multiple-use facilities ___- : 2, 976, 717 3, 000, 000 3, 000, 000 











Total expenses__--- ; 6, 806, 684 | 7, 3 53, 000 7, 464, 000 











Net expense of multipurpose reservoir operations | 7, 168, 000 


ALLOCATION TO PROGRAMS 


Navigation operations: 





Net direct expenses 972, 260 1, 126, 000 | 1, 157, 000 
Administrative and general expenses 75, 008 83, 000 | 84, 000 
Depreciation -_- . ‘ 803, 714 | 810, 000 810, 000 

RES ER ee ee a _ 1, 850, 982 | 019, 000 2, 051, 000 

Flood-control operations: 

Net direct expenses - 3 | 980, 825 1, 137, 000 | 1, 170, 000 
Administrative and general expenses ; 75, 009 | 83, 000 | 84, 000 
Depreciation __-_ - asin caked easutl 922, 782 | 930, , 000 | 930, 000 

Weel Fs , Je 1, 978, 616 | 2, 150, 000 2, 184, 000 


Power operations: | oH 
Net direct expenses_ cd Sea lide shaaip 1, 309, 194 1, 518, 000 
Administrative and general expenses 100, O11 | 110, 000 
Depreciation __-_ - -- aad <a 1, 250 221 | 1, 260, 000 | 

NE e a | 2,659, 426 | _ 2,888, 000 a 








Total net expenses . ‘ 6, 489, 024 | 7,057, 000 
| 





MULTIPURPOSE RESERVOIR OPERATIONS 


(Schedule B-2) 


Multipurpose reservoir operations relate to the management, operation, and 
maintenance of 19 multipurpose reservoirs created by TVA dams. The reservoirs 
are managed primarily for purposes of navigation, flood control, and power. 
Consistent with these purposes, the reservoirs also serve other interests including 
programs of other public agencies. The reservoirs have approximately 10,000 
miles of shoreline. TVA has responsibility for managing land or administering 
land rights on approximately 396,000 acres of land surrounding the reservoirs. 

Estimated direct expenses for multipurpose reservoir operations are $4,184,000 
for 1958, compared to the 1957 estimate of $4,077,000. Income is estimated at 
$296,000 for each of fiscal years 1957 and 1958. Of the total 1958 estimate of 
direct expenses, $1,857,000 will be financed from corporate funds and $2,327,000 
from appropriated funds. 

TVA’s multipurpose reservoir operating costs are carried in a single program 
category, although for accounting purposes they are distributed to the three 
primary programs—navigation, flood control, and power. The costs are dis- 
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tributed approximately 30 percent to navigation, 30 percent to flood control, 
and 40 percent to power. The navigation and flood-control portions are financed 
from appropriated funds, and the power portion from corporate funds. 


WATER DISPATCHING OPERATIONS ($615,000) 


The Tennessee is the world’s largest controlled river system. It provides more 
than 14 million acre-feet of useful controlled storage, a 650-mile channel for 9-foot 
draft navigation, and has installed hydroelectric generating capacity of about 3 
million kilowatts. The system consists of 31 major projects, including 25 TVA- 
owned dams in the Tennessee Valley, 1 dam owned by TVA on a tributary of the 
Cumberland River, and 5 dams on the Little Tennessee River which are owned 
and operated by the Aluminum Company of America in accord with water-control 
instructions from TVA. All projects are operated according to instructions 
developed at TVA’s central water-control office at Knoxville, Tenn. Suboffices 
for collection and analysis of data are located at appropriate points in the Ten- 
nessee Valley. 

Efficient dispatching of water through the reservoir system to serve most 
effectively the major programs of navigation, flood control, and power, and at the 
same time serve other important interests in a manner consistent with the needs 
of these three major programs, requires continuous knowledge of the amount of 
water stored in each reservoir, the amount flowing in streams, the rain falling, 
and that likely to fall in the next few days on each watershed. Close cooperation 
with the United States Weather Bureau and the United States Geological Survey 
insures full use of all data and services available from these agencies, thereby 
avoiding duplication. Because a large number of gages are needed to determine 
accurately rainfall amounts and intensities throughout the area, TVA maintains 
a network of 377 conventional-type rain gages and in addition utilizes, wherever 
feasible, 151 gages operated by the Weather Bureau and other agencies. Under 
a joint agreement the United States Geological Survey furnishes data to TVA 
from stream-gaging stations throughout the Valley (92 stations in 1958). 

The Weather Bureau by agreement with TVA furnishes daily and longer period 
forecasts of rainfall, operates an electronic flood routing unit to aid in forecasting 
streamflows, and supplies TVA with forecasts of light intensities, humidities, 
temperatures, and other meteorological factors need in system operation. Forty- 
three special-type gages (22 rain gages and 21 stream gages), developed and main- 
tained by TVA, transmit stream heights and rainfall amounts from remote areas 
automatically by radio. All the data on rainfall, streamflow, and reservoir stor- 
age is assembled in a central office in Knoxville where it is analyzed and plans are 
made for water dispatching operations both currently and on a longtime basis. 
Instructions are transmitted through the power-dispatching offices to the oper- 
ators at each dam who operate the facilities that store or release water. A daily 
river bulletin, published cooperatively with the United States Weather Bureau, 
is distributed to persons and firms concerned with stream and reservoir elevations. 
Data is exchanged regularly with the Corps of Engineers in scheduling Tennessee 
Valley reservoir system outflow to provide maximum benefit to the Ohio and 
Mississippi Rivers during both low-flow and flood-flow periods. Gate settings at 
dams, charged to this activity, are performed as part-time tasks of personnel 
regularly employed at the dams. 


WATER CONTROL INVESTIGATIONS ($328,000) 


This includes a variety of studies and investigations needed in connection with 
the operation of the multipurpose reservoir system. Owners of property adjacent 
to the reservoirs often claim that fluctuating water levels damage their farmlands 
or pollute their wells, and careful field engineering investigations must be made to 
dtermine the facts for use in possible litigation. Sediment in the reservoirs re- 
duces storage capacity; field surveys are made on each reservoir at interva!s of 
about 5 years to determine the storage lost. During 1958 field sediment surveys 
will be made on several tributary reservoirs. In addition, office computations of 
sediment volumes will be made for reservoirs for which field surveys are being 
made in 1957. During periods of high streamflow, discharges over the spillways 
are compared with those predicted from model tests made before the dams were 
built for checking the propriety of design and indicating possible corrective meas- 
ures for any adverse effects. 

Water-control investigations include studies to determine the effeets of im- 
poundages and water-control practices upon water quality and stream pollution. 
Among these are observations to determine quantitatively the rate at which 
93523—57——28 
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oxygen-deficient waters released from the lower levels of storage reservoirs regain 
oxygen. The dissolved oxygen content determines the ability of a stream to 
assimilate organic pollution. There is presently no way of computing in advance 
of actual pollution the rate at which a stream can absorb oxygen from the air 
and consequently no way of predicting with accuracy how much pollution a stream 
can assimilate. This being the case, plans of new industries for waste treatment 
may call for excessive expenditures, because at present there is no way of pre- 
dicting the ability of a stream to take up new oxygen when pollution is added. 
TVA will make observations of the rate at which water released from storage 
reservoirs can regain oxygen, which, with related hydrologic measurements, will 
make it possible to predict on a formula basis the capacity of a stream to assimilate 
pollution. This will enable realistic consideration of stream-pollution control in 
planning and operation of water-control facilities and in site-selection studies by 
State and local agencies for industrial installations. 

These activities also include studies of the effects of impoundages and system 
water control operations on fish and waterfowl and feasible water-control practices 
which may be employed to minimize adverse effects on migratory waterfowl and 
on commercial and sport fishing. 


MALARIA CONTROL ($438,000) 


Control of malaria associated with TVA reservoirs requires repetitive control 
measures such as elimination of shoreline vegetation by mechanical means and 
herbicidal applications, and larvicidal spraying with DDT; field inspections to 
measure the prevalence of malaria-carrying mosquitoes; appraisal of control 
methods; and development of improved techniques. Permanent shoreline im- 
provements and fluctuation of water levels make it possible to keep the level of 
repetitive operations much lower than would otherwise be necessary. Repetitive 
control measures are limited to six main-river reservoirs, where conditions are 
most conducive to the breeding of malaria mosquitoes. Control measures on other 
reservoirs are not scheduled but are done as the need may arise. Program plans 
for 1958 on the 6 reservoirs are essentially the same as for 1957 and include piant 
growth control by mechanical and chemical means on 792 acres, maintenance of 
111,750 linear feet of drainage ditches, application of larvicides by aircraft on 
19,600 acres, and operation and maintenance of 10 dewatering areas involving 
24,300 hours of pumping operations. 

Malaria control measures developed and applied by TVA have reduced the 
incidence of the disease to the point of virtual disappearance along the Tennessee 
River. A survey made in 1934 indicated that 30 percent of the people in certain 
areas along the Tennessee River in north Alabama had malaria, Surveillance in 
1956, in cooperation with the United States Public Health Service and State health 
agencies, did not reveal a single case of malaria which could be traced to the exist- 
ence of impoundages of water in the Tennessee River. Even though malaria has 
practically disappeared along the Tennessee River, control measures must be 
continued and carefully appraised to avoid a recurrence of the disease. 


PLANT PROTECTION AND SERVICES TO VISITORS ($1,032,000) 


Under normal peacetime conditions this category includes visitor reception 
services at TVA multipurpose dams and limited guard service to protect the 
properties from damage from fire, theft, vandalism, ete. In the fall of 1950, 
TVA developed in coordination with defense agencies and put into effect a more 
intensive plan of protection. That plan costs substantially less than the one 
used during World War II. On the basis of current security information and 
tests of the adequacy of protection by periodic surveys made by representatives 
of United States military forces, the manpower now assigned to protection of 
operating properties has been reduced to about the equivalent of that which 
prevailed prior to the Korean incident. This personnel is so assigned, however, 
as to make property protection its major function, with receiving, protecting, and 
informing visitors, and enforcement of Federal and State laws and project regula- 
tions as important subsidiary functions. The 1958 estimate is based on continu- 
ation of present standards of protection, providing for the equivalent of 28.89 
full-time posts at 17 dams (no posts are established at Chatuge or Nottely)—an 
average of 1.70 full-time posts per project. 


OPERATION AND UPKEEP OF DAM RESERVATIONS ($531,000) 


The 19 multipurpose dam reservations include 13,825 acres of land and 97 
miles of gravel and hard-surface roads. A variety of operations is necessary for 
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the upkeep of these roads and grounds. Roads, parking areas, and walkways are 
maintained; the public-use areas around the dams are graded, planted, and mowed; 
signs and guardrails are painted and replaced as necessary ; water supply, janitorial, 
and other services must be provided as required. Of the total dam reservation 
acreage, about 60 percent is in natural or forest cover; about 15 percent is main- 
tained as meadow or pasture; and about 25 percent is maintained for intensive 
public use. The 1958 estimate for these activities is $531,000. 


OPERATION OF RESERVOIR LANDS ($885,000) 


As of June 30, 1956, TVA owned about 280,000 acres of land around the margins 
of the multipurpose reservoirs and held easement rights on an additional 116,000 
acres above normal lake levels. These lands are used by a variety of individuals, 
agencies, and private groups for farming, grazing, parks, eamps, boat docks, 
wildlife refuges, and other purposes. Continuous surveillance is necessary to 
assure that trespasses are controlled and that authorized uses do not conflict 
with the primary purposes of the reservoirs and are consistent with full public 
use of the reservoirs. Engineering investigations, surveys, and maps are made 
to maintain and preserve survey control markers; to install and maintain prop- 
erty boundary and maximum reservoir level markers; and to record changes in 
land ownership and physical developments on the land which are related to 
TVA’s program responsibilities. The lands held by TVA are reviewed periodi- 
cally in the light of changing program requirements; lands no longer necessary 
for program purposes are sold. Selling costs are included in this category. 

The licensing of reservoir lands for agricultural purposes involves the public 
offering of available lands, establishment of minimum rental rates, review of 
applications, approval of rental rates, issuance of licenses, collection of rentals, 
and enforcement of license provisions. Approximately 1,540 licenses will be 
issued in 1958 for the use of about 34,300 acres for such purposes, with estimated 
revenues of $98,290. Reservoir land operation includes provision of forest fire 
protection and marketing of timber and other forest products through sales of 
stumpage. Approximately 21,200 cords of pulpwood and 4,667,000 board-feet 
of timber are projected for sale in 1958, with a total estimated sales price of 
$147,260. Revenues from miscellaneous reservoir land operations, including 
boat docks and other recreational service, are estimated at $25,450 in 1958. 

The estimated income expected to be realized from operation of reservoir lands 
is $271,000 in each of fiscal years 1957 and 1958. Estimates of income from sales 
of reservoir land are $526,000 in 1958 and $450,000 in 1957. This income is 
treated as a reduction in the investment in the reservoirs, and hence is not re- 
flected in the estimates for the operation of reservoir lands. 


SYSTEM IMPROVEMENT STUDIES ($32,000) 


Continuing studies are necessary to improve the water-control system in the 
Tennessee Valley by altering existing projects and by adding new projects. These 
activities include brief studies of existing projects to see how they might be im- 
proved in the light of operating experience to date; reconnaissance type investi- 
gations including geologic investigations of the undeveloped portions of tributary 
streams to loeate dam sites worthy of more intensive study in developing the 
valley’s water resources; maintenance of a current inventory of information on 
undeveloped dam sites including approximate data on type of development, 
foundation conditions, cost of development, and probable benefits; compilation 
and application of data for determination of the fundamental hydraulic features 
on which the planning, design, construction, and operation of the dams are based; 
and preparation and analysis of reports on special design features which will serve 
as references and aids for futures design work. The 1958 estimate for this work is 
$32,000. 


OTHER OPERATIONS ($7,000) 


This category covers minor operating activities not otherwise classified. It in- 
cludes studies of the allocation of the investment in the multipurpose reservoir 
system, investigations necessary to resolve right-of-way problems on relocated 
highways and railroads in reservoir areas, and storage of records. 


MAINTENANCE ($316,000) 


, 


spillway gate operating devices and other equipment items and structures at the 
multipurpose dams; and maintaining fills on relocated highways and railroads 


Maintenance activities consist mainly of painting spillway gates; maintaining 
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affected by adjacent water. Maintenance of certain earth fills is required under 
the terms of contracts entered into with the owners of the highways and railroads 
when TVA dams were built. Maintenance costs vary from project to project 
and trom year to vear. The estimate for 1958 of $316,000 is $21,000 greater than 
that for 1957. 


LAND LEASES 


Mr. Rapavur. On pages 51 through 60 you say 1,540 licenses will 
be issued for th» use of 34,300 acres of reservoir fringe lands for agri- 
cultural purposes and the income will be $98,290. This is less than 
$3 an acre. Could you not get more than that for it? 

Mr. Wacner. That land is land around the fringes of the reservoir. 

Mr. Rasavut. That is what it says here. 

Mr. Waaner. Much of it is subject to only limited use because of 
the fact that during certain periods of the year we may be storing 
water on it for flood control, or there may be other uses TVA makes 
of it. This activity is an effort to get some income from that land 
and some use from it. Much of it is simply permission for grazing 
on the land. 

Mr. Ranaut. There is no fault to find about getting some return 
from the land. However the rate seems very, very low—$3 an acre 
per year. 

Mr. Waaner. The rate reflects the value of the land to the farmer 
considering the fact he gets only restricted use of it. 

Mr. Rasaut. What is the land used for? 

Mr. Waaner. Most of it is used for grazing livestock. They can 
plant crops on some of it, but they cannot be sure of getting a crop 
every year because it may be flooded sometimes. 

Mr. Rasavut. How long have you been handling this land? 

Mr. Waaner. A varying length of time, depending upon when the 
reservoirs were built. 

Mr. Razsavur. What is the rate per pasture out there? 

Mr. WaGNneEr. It would vary from one area to another. I do not 
have specific figures. Some of these tracts are relatively good and 
usable; others have only limited value. The value of much of this 
land, if you could sell it, would be less than $50 an acre, so if the average 
return is $3 per acre that would represent about a 6 percent return on 
the investment. The land, because we have to retain it for program 
purposes, is also serving TVA use. 

Mr. Rasavur. Can you buy any of this land for $50 an acre? 

Mr. WacGner. We bought much of it for less than that. 

Mr. Rasavr. You bought much of it for more than that too? 

Mr. JENSEN. Some of it for more. 

Mr. JENSEN. What was the average? 

Mr. Rasaut. Do you have that, or do you want to supply it? 

If you have it we would like to have it. 

Mr. Waener. I| do not think we have that average right here. 

Mr. Rasaut. Suppose that you supply it for us. 

(The matter referred to follows:) 

The average price paid by TVA for reservoir land purchased in fee simple is 
$61.61 per acre. This average price covers land and all improvements located 
thereon such as homes, barns, other farm buildings, ete. 

The land is licensed on a competitive bid basis. Approximately 70 percent of 
the total is capable of being used only for pasture and miscellaneous low-produc- 
tive uses which lower the average rate per acre. If the rates bid are not equal to 
rates prevailing in the vicinity after considering location, use, access, and other 
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factors, they are rejected and further efforts made to rent by additional bids or 
negotiation. 


LUMBER SALES 


Mr. Rasaut. Your estimated income of $147,260 for lumber seems 
low also. Can you give us some details and comparative statements 
on this item? 

Mr. Waaner. Mr. Chairman, the timber that is sold is generally 
sold at stumpage rates prevailing in the area for timber of the kind 
that we have to offer. These are rates fixed on what we believed to 
be a fair and going rate, the rate which would be charged for the 
same timber from private sources. 

Mr. Rapaut. Is this select cutting? 

Mr. Wagener. In most instances it is. 

Mr. Rasaut. Suppose for the next year you say, “We will take 
a look at it.”’ 

Mr. Wacner. [| am just informed that most of it is sold on the basis 
of competitive bidding, which would establish the price at the going 
price. 

Mr. Rapavt. Are you certain there is no collusion on the bidding? 
You do not know, do you? 

Mr. Waaner. We are as certain as we can be about any competi- 
tive bidding. 

Mr. Rasaut. Suppose you put in the record the price for stumpage 
per 1,000 feet. 

(The matter referred to follows:) 

Experience over a number of years indicates that a present fair average price 
for ‘‘stumpage’”’ is $17 per thousand board-feet. 

“Stumpage’’ means standing and/or windblown and other damaged timber, 
sold ‘fas is’’ and “where is’’ with the purchaser to provide, at his expense, roads 
and other facilities required to cut, remove, and market the timber. Sales are 
made on a competitive bid basis and the high or best bid is accepted only when 
it is considered to be comparable to prevailing prices in the vicinity after con- 
sidering cost to the bidder to provide equipment and other facilities, including 
access roads, required to cut, remove, and market the timber. A large part of 
the timber sold is in isolated locations and the amount available for sale at each 
location is comparatively small. These factors increase the cutting and removal 
costs and affect the prices received. The price that should be received for ‘‘stum- 
page’ sales varies widely according to accessibility, quantity, quality, species 
and size of the timber to be sold and is determined by open competitive bidding. 

Mr. Jensen. Have any of your former employees gone to work for 
the milling people like they did for the mining people, the coal op- 
erators? 

Mr. Wacnrer. You mean for the sawmill operators? 

Mr. Jensen. Yes. 

Mr. Wacner. I do not know what our employees do after they 
leave TVA employment. 

Mr. Jensen. How many people left TVA and went to work for 
coal operators in that area, the people who sell coal to the TVA? 

Mr. Waaner. I do not have that information. I do not know 
whether we could find it or not. 

Mr. Jensen. I think that you had a coal purchaser or two for the 
TVA who finally saw greener pastures with the coal operators and 
went to work for them. 

Mr. Wacner. There are a great-many people who leave TVA and 
some perhaps have gone to work for coal operators. We do not make 
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an effort to keep track of what happens’ to every TVA employee 
when he leaves our employment. 

Mr. JensEN. I think that there is a law on the statute books which 
provides that you must be separated from the Federal Government 
for at least 2 years before you can go to work for some private concern 


that deals with the Federal Government. Do we hot have a law 
like that? 


Mr. Swipter. I believe it applies only to handling claims for the 
company to which he goes against the agency he left. He would 
certainly not be prohibited from working for a company that did 
business with TVA as long as he personally did not handle the 
business. 


Mr. Jensen. We have a law that is quite plain on that score. 


TopoGraPHic MAppPpiNG 


Mr. Raravt. If there are no further questions, we will now come 
to the subject of topographic mapping, and we will insert pages 61 
and 62 in the record at this point. 


(The matter referred to follows:) 


Topograpuic Mappine ($315,000) 


TVA’s planning, construction, and operations have depended heavily upon ade- 
quate topographic maps of the valley area. Such maps were practically non- 
existent in the Tennessee valley when TVA was created in 1933. To have maps 
in time for them to be of real service, TVA initiated a mapping program which 
is carried on cooperatively with the United States Geological Survey. Valley 
maps are made to USGS standards and specifications and are a part of the national 
series, being made available to the public for purchase at a nominal price. 

The valley topographic mapping program was started in 1937 and was sched- 
uled for completion in the 1940’s. World War II prevented realization of this 
goal. In the fall of 1941 TVA was asked by the United States Army to accept 
responsibility for mapping strategic coastal areas. Extensive foreign areas were 
added to this assignment and valley mapping was drastically curtailed until after 
the Japanese surrender. 

The scheduled program covers 765 quadrangles or about 46,000 square miles, 
with a total estimated cost of $6,700,000. Five hundred ninety-one quadrangles 
had been completed and printed by June 30, 1956. The remaining 174 quad- 
rangles are in various stages of completion as the steps required in producing the 
maps, such as aerial photography, control surveys, manuscript preparation, etc., 
must be carried out in sequence. Total expenditures to June 30, 1956, for the 
completed quadrangles and for work done on quadrangles in various stages of 
completion were $5,315,349. 

As of June 30, 1956, about $1 million of the total expenditure of about $5.3 
million had been spent on the unfinished quadrangles, mostly for aerial photog- 
raphy, basic field-survey work, and other activities preliminary to actual drafting. 
The value of this expe nditure can be realized only by performing the additional 
work required to complete and print the maps. 

Completion of this mapping will be of great benefit not only to TVA but also 
to the public. These maps fit into the broad plans of the USGS for nationwide 
map coverage at costs that compare very favorably with those experienced by 
other mapping agencies. Availability of topographic maps is an important con- 
sideration in national defense. That they are of interest to persons outside 
TVA is borne out by the fact that TVA receives numerous requests for maps of 
areas not yet completed. 

The estimate for 1958 of $315,000 will permit continuation of topographic 
mapping at a rate which, if maintained, will permit completion of the mapping 
by the end of fiscal year 1961. It reflects a substantial increase over the allowance 
for 1957. There are 2 reasons for requesting the increase: (1) To have the com- 
pleted maps available by the end of fiscal year 1961 instead of 9 years later, and 
(2) to achieve a very significant degree of efficiency and economy in the perform- 
ance of the work. Extensive experience has demonstrated that the proposed rate 
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will permit the most efficient and economical use of manpower in performing the 
successive steps required to complete the maps. 


PROGRAM INCREASE 


Mr. Rasavur. You are programing an increase from $100,000 
to $315,000 for this program. Why? 

Mr. Waaener. Mr. Chairman, good maps to plan the kind of projects 
and programs that are underway in the valley are necessary not only 
to us, but to the States and other agencies of the Federal Government 
and to many other groups. We have had a mapping program going 
for some time. It was delayed considerably during the war because 
we were required to put our mapping forces on the preparation of 
military maps. We have been doing just a little work each year in 
recent years, and at the present rate it will take more than 10 years to 
complete this program. We would like to complete the mapping of 
the valley within the next 4 years, complete it by 1961, and the 
proposal in the 1958 budget would permit us to start toward that goal. 

A total of 765 maps are required to cover the whole valley. Out of 
that number, 591 have been completed and 174 are partially done. 
On those 174 we have already spent about $1 million, and it would take 
about $1,400,000 more to complete the job. If, instead of completing 
it in 4 years as this budget would propose and as this schedule would 
permit, we were to spread it over 10 years, the additional cost would 
be about $220,000. 

Mr. Ranaut. You indicated to us in your statement here that this 
program got in arrears and should be stepped up and you have here 
the step-up from $100,000, which was the figure last year, to a request 
for $315,000 for this coming year? 

‘Mr. Waaner. Yes. 

Mr. Rasaur. It is a program which can be stepped up or slowed 
down at any time, but you should have these maps? 

Mr. Wacner. If we slow it down to 10 years to complete it, instead 
of 4 years, it would cost us an additional $220,000, so the economical 
thing to do is to complete it in about 4 vears and be through with it. 

Mr. Jensen. We have a very efficient mapping service under 
the Geological Survey. They are proficient to the last word in 
making every kind of a map anyone could imagine. Why cannot the 
Ge ologic ‘al Survey do this mapping for the TV A? 

Mr. Wacner. Mr. Jensen, the mapping program is carried out in 
very close cooperation with the Geological Survey. ‘These maps are 
made according to their specifications. They are maps which we 
need in connection with the work that we were doing and other work 
being done in the valley. The mapping job we are doing is one that 
has been worked out in conjunction with the Geological Survey. 
These maps are available to them when completed, and. they become 
a part of the standard maps of the country. 

Mr. Jensen. Irrespective of that fact, you know Mr. Kirwan, a 
member of this committee, and a member of the Interior Subcommittee 
on Appropriations under which the Geological Survey agency falls, 
has for years and vears insisted that this mapping service be consoli- 
dated under the Geological Survey instead of having it done by most 
every agency of the Government. Today we have accomplished that 
end. The Geological Survey is making maps for most every agency; 
not just cooperating. 
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Mr. Rasavt. Not all of them. The Coast and Geodetic Survey 
is an exception, and there is another one. 

Mr. Jensen. That is, possibly, an exception. We had thirty- 
some-odd agencies of Government at one time making maps. It was 
just an added Federal expense. Of course, the TVA, as I have said 
many times, just insists on running their own show and having every 
kind of business under their control, regardless of what it is. Your 
employees are not even under civil service. They are not obliged to 
comply with civil-service ratings. You can raise their pay as you 
darn please, and you can carry on your business irrespective of any- 
thing the United States Government does, almost. The only time 
you cooperate fully with the Federal Government is when you get 
Federal benefits. 

FINANCING THE PROGRAM 


By the way, do your States cooperate? Do they assist in paying 
for these maps, the States within the Tennessee Valley, like other 
States do? 

Mr. Waener. The United States Geological Survey assists in the 
financing of this program. I believe in the Tennessee Valley States 
there is no State assistance. I think State assistance in mapping is 
the exception rather than the rule. 

Mr. Jensen. I beg your pardon. Most every State in the Union 
pays a reasonable amount for mapping. 


NUMBER OF EMPLOYEES 


Mr. Botanp. How many employees do you have in the mapping 
service? 

Mr. WaGner. The employees in the division which makes these 
maps engage in other work also. 

Mr. Botanp. What kind of work do they engage in? 

Mr. Waaner. The other work they do is budgeted under reim- 
bursable services. It is reimbursable mapping work performed for 
the Department of the Army. ‘The employees of our maps and sur- 
vey division also do the surveying and mapping that is necessary to 
keep records of the reservoir land which we own, and as we dispose of 
surplus land that requires added mapping and surveying. 

Mr. Botanp. That is all done in the mapping division. How many 
employees do you have in that division? 

Mr. Waaner. The division has about 250 employees in it, but the 
bulk of their work is the reimbursable work done for the Department 
of the Army which I mentioned. 

Mr. Botanp. It is mapping work, is it not? 

Mr. WaGner. Yes. 

Mr. Botanp. And the amount that you request in the fiscal year 
1958 will enable you to complete all of the quadrangles you mentioned 
in your justifications; is that right? 

Mr. Wacner. It will not permit completion of all the Tennessee 
Valley mapping work in 1958. It will provide a schedule which will 
permit completing it in 1961. 

Mr. Botanp. And then when this is all completed in 1961 what 
happens to this particular division? 

Mr. Wacner. Some of the employees would be required for other 
mapping of our own properties, the functions of which I spoke earlier— 
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reservoir shorelands and so forth—and those employees would be 
retained. The forces that are required for this particular program we 
are talking about now would not be required. There would be a small 
amount of work in connection with the revision of these maps but it 
would be perhaps a tenth of what we are talking*about in 1958. 


FINANCING THE PROGRAM 


Mr. Botanp. What kind of financial assistance do you get from the 
United States Geological Survey in this? 

Mr. Wacner. They contribute $60,000 a year. 

Mr. Botanp. Does the Department of Defense contribute anything 
for the work that you do for them? 

Mr. Waaner. The Department of Defense pays for the maps they 
get, and in 1958 they estimate that they will need $890,000 worth 
of maps. 

Mr. Botanp. What proportion of the work of this division concerns 
itself with the area that TVA is interested in? 

Mr. Waaner. I would estimate about 25 percent. I would like to 
be able to correct that figure if it is not correct. 

Mr. Bouanp. I agree with Mr. Jensen with regard to his statement 
that this is a problem that ought to get a closer look by the Congress, 
because there are too many agencies of Government engaged in map- 
making. I can understand why TVA would have this, and I have no 
objection to it, but I believe that I would have to disagree with him 
when he says that this has been pulled into a better coordinating 
system. As a matter of fact, I think even now there has been a real 
effort by the subcommittee of the Department of the Interior to con- 
solidate mapmaking, but as a matter of fact, it is not consolidated. 
J think this is a place where there is a great waste of money in dupli- 
cation. I think you do have to have these quadrangles done. I 
think that is justified, but I have some quarrel with all the depart- 
ments that are engaged in mapping and mapmaking, and I think that 
is a thing that ought to be looked into more closely, but not with 
respect to this program here. 

Mr. Wagner. The mapping that we do for the Department of the 
Army results from a situation that developed in World War IT when 
maps were needed for many, many areas around the world. The 
TVA at that time had a larger mapping organization than we have 
now. We had the equipment and the skills that were necessary to 
produce these maps rapidly and accurately and the work that was 
done for the Department of the Army then far exceeded what is being 
done now. 

Mr. Botanp. I understand that. You did a good job too. 

Mr. Rasaut. Not wanting to pit one department against the other, 
but just as a matter of information, if the Geological Survey made 
these maps for you, would it be more expensive than the way in which 
it is being done now with the cooperation you have with other de- 
partments? 

Mr. Waener. The total cost would undoubtedly be more because 
much of the information required to go into these maps for the Ten- 
nessee Valley is information which we already have available. The 
job which we are trying to finish involves 174 different maps on which 
we have already spent $1 million and our proposal is to complete 
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those. I think the job could be most efficiently completed by the 
people who have done the first part of it. 


FerTILiIzER, AGRICULTURE, AND Munitions DEVELOPMENT 


Mr. Rasaut. Now we will come to fertilizer, agriculture, and muni- 
tions development, and we will insert pages 63 through 95 in the 
record at this point. 

(The matter referred to follows:) 


TENNESSEE VALLEY AUTHORITY 





ScHEDULE and munitions development (for fiscal years ending 
June 30, 1956 and 1957)—Fertilizer, agriculiural, and munitions development, 
(for fiscal year ending June 30, 1958) 


1956 actual | 1957 estimate 1958 estimate 





Income: 
Income from fertilizer production and distribution _-__- $17, 011, 965 $17, 153, 000 $16, 370, 000 
Income from farmer payments for test-demonstration | 
PUNE — ono denies eon ; ea nena 192, 954 | 363, 000 417, 000 
Other income_____- Sosy. saben es ok 9, 563 | 5, 000 9, 000 
ata 8 22 oo) he Ae | 17,214,482} 17,521,000 | — 16,796, 000 
} = - = = = = = = 
Expenses: 
Research on fertilizer products and processes epenpelien 
funds) Ss ; | 1, 340, 861 1, 380, 000 | 1, 456, 000 
Basic agronomic research ( appropriated funds) | 275, 262 | 344, 000 364, 000 
Fertilizer production and distribution (corporate funds)__| 14, 504,304 | 15, 324, 000 14, 805, 000 
Fertilizer marketing studies and demonstrations (corpo- { | | 
mn oe situ wd | 43, 798 | 85, 000 95, 000 


Farm test-demonstrations: 


Appropriated funds_. sii ‘ ickowpsieee | 617, 798 860, 000 910, 000 
Corporate funds. -.- = “ : | 192, 954 363, 000 417, 000 
Total farm test-demonstrations. - -- 810, 7 752 1, 223, 000 1, 327, 000 
Agricultural-development projects (¢ ippropriate d funds) 174, 000 
Total direct expenses: 
Appropriated funds-_-. piduddlahi didi inkielg 2, 233, 921 2, 584, 000 2, $04, 000 
Corporate funds. --.-- . i . bane 14, 741, 056 15, 772, 000 15, 317, 000 
i 16, 974, 977 18, 356, 000 18, 221, 000 
Distribution of administrative and general expenses 
(schedule B-5)-. 391, 568 420, 000 437, 000 
Total expenses before depreciation - - 17, 366, 545 18, 776, 000 18, 658, 000 
Depreciation on chemical facilities_ --.-- 975, 683 991, 000 992, 000 
Total expenses. 18, 342, 228 19, 767, 000 19, 650, 000 
Net expense... -_- noo g . “ 1, 127, 746 2, 246, 000 2, 854, 000 


FERTILIZER, AGRICULTURAL, AND MUNITIONS DEVELOPMENT (SCHEDULE B-3) 


TVA’s chemical research, production, and distribution operations are carried 
on as parts of a single overall program with the dual purpose of developing and 
encouraging the use of new and improved fertilizers and of providing materials 
and services essential to the national defense. The principal peacetime objectives 
of the TVA fertilizer, agricultural, and munitions program are (1) to develop new 
and improved fertilizers and processes for their manufacture in order to lower 
their cost to the farmer, and to increase their effectiveness; (2) to test and demon- 
strate the value and best methods of fertilizer use; and (3) to aid in agricultural 
developmentin the valley. The first two objectives pertain to the Nation at large. 

The TVA chemical research and production facilities are also an important 
segment of the national defense program. During World War II TVA supplied 
more than 60 percent of the elemental phosphorus used by our Armed Forces. 
It delivered for munitions production 30,000 tons of anhydrous ammonia, 10,000 
tons of ammonium nitrate liquor, and 64,000 tons of ammonium nitrate crystal. 
TVA carried out a number of research and development activities in cooperation 
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with defense agencies. For almost a year during the Korean hostilities TVA 
supplied the entire elemental phosphorus requirements of the Department of 
Defense. 

TVA engineers and chemists aided the United States Army Chemical Corps 
recently in developing and constructing a plant. at Muscle Shoals, Ala., for pro- 
duction of intermediate products used in the manufacture of nerve gas. At 
present TVA is applying its knowledge and experience in operating the plant for 
the Chemical Corps on a reimbursable basis. Phosphorus from TVA’s chemical 
facilities is used in this plant and in arsenals. TVA has also conducted research 
at the request of AEC on the recovery of byproduct uranium from leached zone 
phosphate from Florida. 

Cooperative relationships in fertilizer research are maintained with the United 
States Department of Agriculture. Regular meetings of TVA and USDA staff 
members are held to correlate the fertilizer research of the two agencies. Between 
meetings, contact is maintained through correspondence and conferences. 

Appropriated fund expense in 1958 is estimated at $2,904,000. This covers 
the cost of research on products and processes, basic agronomic research, the net 
cost of farm test-demonstrations, and agricultural development projects. Cor- 
porate fund expense (primarily the cost of manufacturing and distributing 
fertilizer) is estimated at $15,317,000. Income, almost entirely from the sale 
of fertilizer, is estimated at $16,796,000. 


RESEARCH ON FERTILIZER PRODUCTS AND PROCESSES ($1,456,000) 


The TVA research and development facilities and staff are used in an integrated 
program having two objectives—improvement of fertilizer technology and use 
and national defense. To a very large extent the staff and facilities are used 
interchangeably on the two parts of the program. The value of this fertilizer- 
munitions integration for national defense, as provided in the TVA Act, was 
demonstrated in World War II and during the Korean conflict and is being 
realized today. Research and development work provides the foundation for 
other parts of the fertilizer and munitions program. 

Research in the field of fertilizer technology is carried out in this countrv 
mainly by TVA, USDA, and private industry firms and groups. In genera, 
industry research on processes and products is for near-term-earnings gains. 
The principal objective of TVA and USDA fertilizer research is to conduct 
broad projects of potential value to the Nation that are beyond the interest or 
capacity of industry. The TVA and USDA work cooperatively with each other 
and with industry to the fullest extent possible to avoid duplication. 

New or improved fertilizer technology developed by TVA must be applied by 
private fertilizer producers if farmers and the Nation generally are to benefit. 
Information on the results of TVA fertilizer studies is made available to industry 
through publications, correspondence, and visits by industry representatives to 
the TVA chemical plant. This cooperation has provided a means of keeping the 
fertilizer industry informed of TVA technological developments. 

American industry is receiving many benefits from TVA chemical research. 
By August 1956, licenses granting free use of 12 of TVA’s inventions had been 
issued to 93 commercial concerns. Installation of the TV A-developed continuous 
ammoniator in a large number of commercial! fertilizer plants marks a trend in the 
industry toward continuous, more efficient, and more economical porcessing 
methods. Industry representatives have deseribed this particular TV A develop- 
ment as a long needed advancement. Of far greater value to industry is the avail- 
ability to all of research findings, design data, and operating information. 

Research on fertilizer products and processes is carried out in three phases— 
basic process investigations, small-scale research, and process development. 
These are described below. 


Basic process investiqations 


To aid in identifying research needs and opportunities and to guide small-scale 
research and process development, a small technical staff reviews trends in the 
fertilizer industry and the problems facing it and performs exploratory laboratory 
work to evolve recommendations for future program developments. During 1958 
a study will be made of ways to develop new nitrogen compounds of higher con- 
entration and improved properties in an effort to develop better fertilizer than 
ammonium nitrate and ammonium sulphate, the major solid nitrogen fertilizers 
now on the market. 

Surveys of the broad and relatively unexplored field of liquid fertilizers and 
suspension fertilizers will be continued to determine where more intensive investi- 
gations are needed. As future research possibilities are identified, specific research 
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and development projects will be undertaken in the second and third phases 
described below. Exploration of several ways to eliminate the superphosphate 
curing operation in the manufacture of mixed fertilizers will also be continued, 
as will ways of eliminating all or part of the chloride in mixed fertilizers. This is 
expected to lead to recommendations for small-scale research and process modi- 
fications. 


Small-scale research 


Small-scale research includes (1) observation, collection, and organization of 
facts to provide a foundation for subsequent research; (2) exploratory tests of 
proposed processes and techniques to determine whether the proposals warrant 
further research; and (3) applied research to devise new or improved products, 
processes, or techniques. 

During 1958 a major part of the small-scale research work will be concentrated 
on a long-range study of the basic chemical and physical factors that govern the 
behavior of phosphate fertilizers in the soil and the extent of their availability to 
plants. These factors make up the most complicated part of fertilizer-soil-plant 
relations. Despite a century of use of phosphate fertilizers, little is known about 
the basic physical and chemical processes set in motion when phosphate is added 
to the soil Through reaction with soil components, part of phosphate fertilizers 
become less soluble, with the result that only a small part of the fertilizer phos- 
phorus is recovered in the crop to which it is applied and the remainder in most 
soils becomes slowly available to subsequent crops. 

TVA is also attacking the problem of utilizing Florida hard rock phosphate. 
Current mining practice is extremely wasteful. Less than half the. phosphat: 
is recovered, and the remainder—consisting of finely divided ore—is discarded 
with the sand and clay in which it is carried. If an economical way of recovering 
the ore now lost can be developed, economic and conservation gains will be great 

Small-scale research in 1958 will also concern the solubility and other properties 
of ammonium and potassium phosphates. These studies will provide data of 
use in the formulation of fertilizers, particularly liquid fertilizers, and in evaluating 
several possible fertilizer processes. 


Process development 


Pilot-plant studies of processes for the production of slowly soluble potassium 
phosphate fertilizer will be continued to produce sufficient quantities of experi- 
mental materials for agronomic tests. There is a need for such a potas-ium 
fertilizer which should be more efficient than conventional materials. 

During 1958 pilot-plant studies of the use of hydrochloric acid in the production 
of fertilizers will be initiated. This project is of special interest because hydro- 
chlorie acid is available as a low-value byproduct from numerous industrial 
processes. It would be a byproduct from the production of potassium phosphate 
fertilizer. 

In 1958 pilot-plant work will begin on the direct production of nitrogen-P20O; 
fertilizer of unusually high nitrogen content, made from ammonia, carbon dioxide, 
and phosphorus pentoxide. The product is expected to be cheaper to manufacture 
than conventional fertilizers and the process should be simpler than present 
methods for the production of equivalent plant food. 

Work will be continued on ways of improving the economies of producing liquid 
fertilizers. Most of those now used are solutions requiring fairly pure chemicals 
in their preparation. The materials used are expensive; their solubility limits 
the plant nutrient content of the fertilizer, making shipment and storage costs 
high. The TVA studies involve the use of impure raw materials of lower cost 
in the production of suspension-type mixtures and methods for producing liquid 
fertilizers of higher analysis than are presently available. 

Studies will be continued on production of a high-analysis fertilizer from urea, 
urea-ammonia solutions, and phosphoric acid. The production of urea-in this 
country is increasing rapidly, and numerous questions have been raised by the 
fertilizer industry as to the effect of urea on granulation and physical properties of 
fertilizer products. 

In addition to work on new fertilizer processes, studies will be made of im- 
provements in conventional fertilizer processes. 


BASIC AGRONOMIC RESEARCH ($364,000) 


One of the primary goals in TVA fertilizer research is to increase the concentra- 
tion of nutrients in fertilizers and thereby to lower the unit cost of plant nutrients 
to the farmer through reduced handling and shipping costs. Pursuit of this 
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objective by TVA chemists and chemical engineers has resulted in development, 
through laboratory and pilot-plant stages, of a variety of potentially useful 
fertilizer materials. Before undertaking demonstration-scale operations or edu- 
cation phases of the fertilizer program, such new materials must be tested on 
different soils to determine their availability for different crops. TV A’s program 
of basic agronomic research is national in scope and is conducted in cooperation 
with State experiment stations in areas representative of the country’s major soil 
types. 

Recognition of the need for placing increased emphasis on the basic aspects of 
fertilizer evaluation led to establishment in fiscal year 1956 of agronomic research 
facilities at Wilson Dam, where the chemical engineering research and devolop- 
ment work is conducted. This presents a unique opportunity for agronomists to 
collaborate with chemists and chemical engineers in fertilizer research and devel- 
opment. Such cooperative effort, involving the use of common research facilities, 
speeds progress not only in fertilizer evaluation but also in production of new 
fertilizers. Research on the interrelations of fertilizers, soils, and crops provides 
information essential to directing the course of chemical development. 

The behavior of various materials is assessed through studies conducted under 
controlled laboratory conditions. Here the objective is to determine the manner 
in which different materiols undergo reaction with the soil, and to study the vari- 
able soil and environmental factors which influence soil-fertilizer reactions. Such 
an approach, coupled with field-plot investigations, has as its ultimate goal the 
determination of sound bases for predicting fertilizer behavior and fertilizer-use 
practices which will give best crop response under a wide variety of soil conditions. 

The search for new types of fertilizer materials frequently results in the produc- 
tion of compounds and formulations which are quite unlike such well-known 
materials as superphosphate, muriate of potash, or ammonium nitrate. As a 
result, accepted practices relating to use of conventional materials may not be 
applicable. This has been demonstrated in TVA evaluation studies. Research 
has indicated, for example, that method of placement in the soil, time or frequency 
of application, particle size, or combinations of these and other factors which 
result in the most efficient use of superphosphate may not be most effective for a 
material possessing different chemical properties. 

After plant response to fertilizer application is determined, it is necessary to 
interpret these agronomic findings in economic terms. It is not enough to know 
that a particular plant nutrient applied a certain way is effective in aiding plant 
growth. Whether the practice is economical must likewise be determined. These 
studies—agronomic and economic—lay a basis for sound fertilizer reeommenda- 
tions to farmers by enabling agricultural workers to determine the most economical 
combinations and amounts of plant nutrients that can be applied to crops under 
varying price-cost relationships. 

The 1958 estimate for basic agronomic research is $364,000. This estimate 
includes funds for operation of the fertilizer-soils research laboratories at Wilson 
Dam. In these laboratories, research is conducted on soil-fertilizer reactions of 
new materials under study by TVA chemists and chemical engineers. The 
laboratory facilities are used also as a means Of initially evaluating and screening 
the different types of chemical compounds produced at Wilson Dam which offer 
promise as fertilizer materials. 

Besides direct TVA activities, this estimate covers contractual work with 14 
State agricultural experiment stations. These experiment stations engage in 
fundamental research on problems related to the most efficient use of fertilizer 
materials on specific plants and in specific soils. Research work will be performed 
also in cooperation with agronomists and economists at Iowa State College, 
Michigan State University, Mississippi State College, North Carolina State 
College, and with the land-grant college of a Western State to relate the agro- 
nomic and economic problems of fertilizer use in order to obtain basic data to guide 
farmers in the more economical use of plant nutrients. 
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FERTILIZER PRODUCTION AND DISTRIBUTION ($14,805,000) 


This table shows the breakdown of actual income and expenses of fertilizer 
production and distribution for 1956 and estimates for 1957 and 1958: 
































1956 actual | 1957 estimate | 1958 estimate 
abide = | 
Income: 
Sales of fertilizer: 
Federal agencies. ---- dtd Sheba abehianes $1, 232, 489 $961, 000 $961, 000 
Cooperatives and other distributors......_.-----.--- : 15, 385, 463 15, 661, 000 14, 901, 000 
Total sales of fertilizer Sb ion etd b es Ow aeid wees 16, 617, 952 16, 622, 000 | 15, 862, 000 
Sales of byproducts and recovery of other expense Peers 394, 013 531, 000 508, 000 
ry | | ee ateaaliv ovepnnda ean imaraiieh ta tacee sia 17,011, 965 | 17, 153, 000. 16, 370, 000 
= —_—>=_[|_«s——————— SSS |_ 
Expenses: 
Cost of products including SapEnEaA ce aa eal ced 15, 131, 288 16, 497, 000 15, 990, 000 
I III ono. acre nouann gr = aaedenn em aeie wept . 702, 044 570, 000 639, 000 
Gross cost ----_- 15, 833, 332 17, 067, 000 16, 629, (000 
Less products used in farm-test demonstrations and other 
TVA activities-__-. eet a 400, 328 803, 000 884, 000 
Less depreciation included above__._.._....----...._--- 928, 700 940, 000 940, 000 
Total direct cost : a 14, 504, 304 15, 324, 000 14, 805, 000 
Distribution of administrative and gen neral expenses scmaaeal 301, 741 320, 000 | 320, 000 
Total expenses before depreciation __..........-.- wags _ 4h, 806, 045 | _, 644, 000 | 15, 125, 000 


Net income before depreciation ---__....--.-- cee aaa tes 2, 205, 920 | 1, 509, 000 | 1, 245, 000 


TVA builds and operates demonstration-scale manufacturing units (1) to demon- 
strate the technical and commercial feasibility of new or improved fertilizer 
processes and to encourage their adoption by industry; (2) to supply fertilizers for 
test demonstrations on practical farms; (3) to produce new or improved fertilizers 
in quantities sufficient for widespread educational introduction; (4) to produce 
fertilizers needed to aid in improving the efficiency of fertilizer use; and (5) to 
supply munitions material or render other services for national defense. 

TVA maintains close liaison with defense agencies and produces munitions or 
intermediate products upon request. In national emergencies, defense require- 
ments have first call on TVA’s technical staff and its research and production 
facilities. 

TVA fertilizers are distributed only for use in research and educational pro- 
grams. They are distributed throughout the Nation according to their potential 
value to agriculture, their usefulness in educational programs, and the interest 
of land-grant colleges, distributors, and farmers in their use. 

TVA production of fertilizer amounts to only 2 percent of the fertilizer tonnage 
used in this country and about 3 percent of the plant-nutrient content. This 
small amount of fertilizer is so widely distributed that it is not important as a 
general source of supply. Its significance lies in its use in educational programs 
and in the effect of those programs on fertilization practices and fertilizer demand. 

The programs are of two major types. One program, involving farm test- 
demonstrations of TVA fertilizers under land-grant college supervision, is de- 
scribed beginning on page 85. The other is the distributor demonstration 
program. This program is conducted through 74 distributors, both industrial 
and cooperative. The distributor demonstration program has four principal 
objectives, the first three of which are nationwide aims: (1) to encourage more 
widespread introduction of new and improved TVA fertilizers to distributors and 
farmers; (2) to promote improved fertilization practices; (3) to aid in reducing 
plant nutrient costs to farmers; and (4) to promote watershed protection and 
agricultural development in the Tennessee Valiey. Achievement of these aims 
promotes more efficient farming and builds and improves the market for economi- 
cal fertilizers supplied by commercial fertilizer manufacturers and distributors. 

Working with and through distributors generally, the distributor-demonstration 
program is intended to encourage the adoption of advanced fertilizer materials 
and practices that research has shown to be desirable. TVA materials are con- 
fined to uses and practices in the forefront of knowledge of the economical and 
efficient use of fertilizer. In this area, lack of knowledge, lack of materials, lack 
of acceptance, problems of persuasion, and other uncertainties are so great that 
adequate progress does not result from normal educational and promotional 
programs conducted in the distribution of commercially produced fertilizers. 
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The educational features of the distributor-demonstration program are carried 
out primarily by fertilizer manufacturers and mixers, wholesale and retail dis- 
tributors, and farmers. The land-grant colleges take part in defining each State’s 
program, 

TVA fertilizers are priced to serve the program objectives described above 
rather than to provide maximum revenue to TVA. In order to encourage farmers 
to try experimental products or to take part in educational programs promoting 
more efficient fertilization and conservation practices, prices are set slightly 
below the price of plant nutrients in conventional materials or below the estimated 
price of new products were they commercially available. 

Fertilizer distribution—Tons of material, fiscal year 1958 
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| Plant-food | Total distri- | Production | TVA whole- 





} 
content | bution, tons |cost perton!| sale price 
(N-P-K) | material | | per ton! 
eS Scala sheede he ieee ate pre TEE) CORDES! (Micah? 
| 
Concentrated superphosphate_-___...........--- | 0-48- 0 | 25, 000 $54. 84 $50. 59 
Calcium metaphosphate---_-.........-..-.--.--.-| 0-61- 0 | 89, 000 71. 22 63. 01 
Ammonium nitrate... ............... Sapoltond | 33.5- 0-0 125, 000 40.00 | 57. 50 
i 20-52- 0 | 7 od ig 100. 16 
Diammonium phosphate-..........----------- i 21-53- 0 i} 25, 000 88. 50 103. 32 
Leached zone fertilizer_...........-.---------- 15-15-15 | 5, 000 64.00 | 70. 59 


| | | 


i Bagged. 


In addition, part of the chemical output will be disposed of in the form of 
intermediate products. Phosphorus will be sold to other Federal agencies for 
defense use. Nitric acid will be sold to Associated Cooperatives, Inc., Sheffield, 
Ala., to be used in producing nitric phosphate fertilizer by a process developed 
by TVA. Associated Cooperatives, Inc., will supply TVA with technical and 
economic information on plant-scale operation of the nitric-phosphate process 
and will permit TVA to disseminate this information in the same manner as for 
its own facilities and processes. 

The five fertilizer materials described as follows will be used in TVA’s edu- 
cational and demonstrational programs in 1958: 


Concentrated superphosphate 


TVA’s experimental production and demonstration of concentrated super- 
phosphate helped to create a demand which has resulted in steady industry 
expansion. Its use has aided greatly in increasing the average analysis of ferti- 
lizers and consequently is lowering the cost of fertilizer to farmers in many areas. 

TVA production of concentrated superphosphate has been reduced as program 
objectives have been attained. Practically all of the 25,000 tons to be distributed 
in 1958 will be used in distributor demonstrations, mostly in the production of 
higher analysis mixed fertilizers. Increasing the analysis of mixed fertilizers is 
one way of cheapening the cost of fertilizers to farmers in most areas. In 1955 
the average plant nutrient content of mixed fertilizers sold in the United States 
was 27.9 percent. In the same year, mixtures containing TVA phosphates aver- 
aged 42.5 percent plant nutrient. Through the use of TVA concentrated super- 
phosphate, distributors are encouraged to upgrade mixed fertilizers further. 


Calcium metaphosphate 


Calcium metaphosphate, a product developed by TVA, is the most concentrated 
phosphate fertilizer on the market. Because of its concentration it can be bagged, 
shipped, and handled at a lower cost per ton of P.O; than any other phosphate 
fertilizer. It is particularly suitable for use in the rapidly growing Middle 
Western fertilizer market area. 

An improved furnace used in the manufacture of this material is functioning 
well, and the many improvements that are being inaugurated should make the 
process more attractive to industry. Its use in high-analysis mixtures holds 
promise. 

From an agronomic standpoint, calcium metaphosphate is effective on acid and 
neutral soils. More data is needed on its suitability for use with a variety of 
crops and for its effectiveness on alkaline soils, and the greater part of the 1958 
production will go to the special-use programs involving wider use and application 
to soils and crops for which it has not been used extensively. Some will be used in 
demonstrations of increasing the analysis of mixed fertilizers. This material is 
used in a more general way to emphasize the production of sod crops and conserva- 
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tion farming. These programs, and continued basic agronomic research, will 
require 80,000 tons of material in 1958. 


Ammonium nitrate fertilizer 


During World War II TVA produced ammonium nitrate liquor and crystals for 
munitions uses. When military demands for this product permitted, and to aid in 
food production, TVA began to distribute ammonium nitrate as a fertilizer. 
After the initial introduction TVA conducted research and demonstration in 
cooperation with the USDA and industry to promote its use. At that time the 
use of ammonium nitrate as a fertilizer was almost unknown to United States 
farmers. Ammonium nitrate is now the most important and most economical 
solid nitrogen fertilizer material available. 

TVA produces ammonium nitrate fertilizer by a continuous vacuum crystal- 
lization process. This safer and more economical process is the result of research 
and development work by TVA. The product is of munitions grade, and the 
plant is immediately available for defense uses. 

The estimated 1958 production of 125,000 tons is 10,000 tons less than the 
1957 level. Most of the material will be distributed through the distributor 
demonstration program for selected uses, particularly: in promoting its use on 
close-growing sod crops, which now receive very little fertilizer. In 1954 only 
14 percent of the acreage sown to such crops received any fertilizer. This figure 
indicates that at present very little of the output of nitrogen fertilizer is being 
used in conservation farming. An educational program to encourage farmers 
to apply nitrogen to sod crops is therefore greatly needed. 

Many farmers still use low-analysis nitrogen fertilizers which are very expensive 
per unit of plant food. These fertilizers cost the farmer several millions of dollars 
more per year than would the same quantity of nitrogen in ammonium nitrate. 
Thus there is a continuing opportunity for the distributor demonstation program 
to help farmers and dealers make great savings by demonstrating the economy 
of concentrated fertilizers. At the same time, a market would be created for 
several hundred thousand tons of additional ammonium nitrate or similar low- 
cost nitrogen fertilizer. 

Also, there are still large areas of the country in which little or no fertilizer is 
used. The distributor demonstration program has been well started in such areas, 
and there is reason to believe that after a few years the same results achieved in 
other areas will be achieved in these new areas. TVA’s early work in the use of 
ammonium nitrate fertilizer for summer and fall fertilizing of pastures and cover 
crops indicated its profitability to farmers. Also, it showed a way of easing the 
seasonal distribution problem now facing the nitrogen fertilizer industry. 

As additional new processes or process improvements for making fertilizers 
requiring nitrogen are developed by TVA, intermediate materials now used in 
the manufacture of ammonium nitrate will be diverted to the new processes. 


Diammonium phosphate 


In 1958 it is contemplated that about 25,000 tons of diammonium phosphate 
will be produced by a TVA-developed process. This compares with a potential 
market for commercial production of several hundred thousand tons a year. At 
present only very limited quantities of diammonium phosphate are marketed in 
this country for fertilizer use. 

Diammonium phosphate is a highly concentrated nitrogen-phosphate fertilizer, 
homogeneous and readily soluble in water. It contains 21 percent nitrogen and 
53 percent P,O;. A ton of it contains almost as much plant nutrient as 3 tons of 
a mixed fertilizer of the average analysis now used by farmers. Operation of the 
TVA unit, using some intermediate materials and equipment previously used in 
making other products, will contribute to reducing fertilizer cost to the farmer. 
It will provide materials for demonstrating this high-analysis material with its 
inherent economies in freight and handling costs. 

Diammonium phosphate appears particularly suited for distribution in areas 
where a fertilizer of high water solubility is important and where potash as a ferti- 
lizer component is not required. Great expansion of industry facilities for making 
raw materials which can be used for diammonium phosphate has taken place in 
recent years. This factor, with favorable production costs, should encourage 
industry to undertake production of the fertilizer in quantity following a success- 
ful introduction program. The TVA process pigvides a timely solution to the 
problem confronting many industry firms producing byproduct ammonium sulfate 
on which the economic return is declining. They can readily convert their facili- 
ties to make this highly concentrated combination fertilizer. 
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Because diammonium phosphate is a new material for farm use, of high concen- 
tration and of high cost per ton of material, there is need for a continuing educa- 
tional program to introduce it to farmers. 


Leached zone fertilizer 


During fiscal years 1957 and 1958 facilities will be constructed at Muscle 
Shoals, Ala., for demonstration-scale production of a high-analysis fertilizer from 
low-grade Florida aluminum phosphate ore. These facilities are described on 
page 28. Production will begin in fiscal year 1958, and 5,000 tons of material 
will be manufactured for use in farm test-demonstrations and in distributor 
demonstrations. 

Tests made independently by TVA and USDA indicate that the physical 
properties of the fertilizer are satisfactory. Field tests show a favorable crop 
response. However, much more information on the effectiveness and use of 
aluminum phosphates as fertilizers is needed as this phosphate is so different from 
the calcium phosphate normally used in making fertilizer. Information obtained 
by TVA will be made available to the fertilizer industry and to farmers to en- 
courage commercial production and wide use of the new fertilizer. 


FERTILIZER MARKETING STUDIES AND DEMONSTRATIONS ($95,000) 


Through its chemical engineering research and demonstration-seale production 
of plant nutrients, TVA seeks to improve fertilizers and to cheapen their cost to 
the American farmer. By means of educational programs, the best use of fertilizer 
on operating farms is encouraged. Between these activities is the field of fertilizer 
marketing and distribution, where considerable study is needed to develop more 
efficient and economical ways of moving fertilizer from the plant to the farmer and 
on the field. 

Rapidly changing technological developments in the manufacture and use of 
fertilizers during recent years have created new needs for fertilizer marketing 
research. TVA, with its demonstration-seale production facilities, its organiza- 
tion for distribution of fertilizer in educational programs, and its extensive co- 
operative relationships with fertilizer distributors and lanc- rant colleges, is in 
a unique position to provide leadership in this essential research. The results 
of studies and demonstrations in progress and proposed are used by distributors 
and extension service personnel in educational work. The research will provide 
TVA with basic information to guide its decisions on developing, producing, and 
marketing new fertilizers. Information is made available to the fertilizer indus- 
try to help distributers achieve economies in marketing, with resulting benefits 
to farmers. 

The fertilizer marketing studies and demonstrations carried out by TVA and 
its cooperators comprise the first step in a three-step program designed to help 
the farmer get better use of his fertilizer dollar. In the first stage, fundamental 
information on fertilizer marketing is obtained. This information is passed on in 
the second step to distributors and extension service personnel. Both these groups 
use it in educational programs for farmers. In addition, distributors can plan 
more effective and more economical operations, using data gained through market- 
ing studies and demonstrations. The third step is the adoption of distribution 
practices which will help make for cheaper fertilizer on the farm. 

The marketing studies and demonstrations now underway or proposed fall into 
four broad categories. Individual projects within each category consider specific 
problems involved in arriving at answers to these questions: 

1. How can the unit cost of distributing fertilizer be lowered or how can farmer 
needs for more adequate fertilizers be met withoul increasing wnit costs? 

Two studies in this eategory, both related to the economics of fertilizer dis- 
tribution, will be in progress in 1958. The first will consider the economies of 
bulk blending of fertilizers. In this method of distribution, fertilizer is mixed in 
bulk at a central mixing plant for the individual farmer according to his specific 
needs. The distributor’s trucks take the prescription mixture to the field and 
apply it, saving the cost of multiple handling and bagging and assuring that the 
farmer buys only those plant nutrients that he actually needs at the time and place. 
While there are apparent savings and conveniences in this method of distributing 
fertilizer, a careful study of the economies of the method has never been made 
There are unanswered questions on economical size and location of bulk-blending 
plants and on the comparative efficiencies of bulk blending and conventional 
mixing. Timely data will aid in guiding the development of bulk blending as to 
plant size, location, and operation for most economical service to farmers. The 
study of bulk blending is being conducted in cooperation with the University of 
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Illinois and will be completed in 1958. Another study, to be initiated in 1957 
and completed in 1958, will examine and appraise the marketing services provided 
by TVA dealers and distributors to determine precisely what they are, what they 
cost, how much the farmer needs them, how willing he is to accept them, and how 
he values them. The purpose of this study is to determine what services stimulate 
fertilizer purchases and to identify those of little value, which if eliminated, would 
reduce distribution costs. 

2. How can organized communities be used as a channel through which farmers 
can be reached with information on improved fertilization and farming practices? 

Two cooperative studies—one in Mississippi and one in Tennessee—will be con- 
ducted on the effectiveness of the organized community as a means of gaining 
widespread adoption of improved fertilization and related farm practices in con- 
nection with distributor demonstrations of TVA fertilizer. The distributor 
demonstration program involves extensive and intensive educational work. The 
extensive participation of farm people in organized rural communities suggests 
that these community organizations are valuable educational channels and may 
be used by distributors for a more economical, more effective program. The 
findings from the two studies will be used in planning educational programs 
utilizing organized communities to transmit to farmers information on more 
efficient use of fertilizer. 

3. How can the farmer be helped to determine the maximum amount of fertilizer 
he can economically use in given situations, and how can his potential use of fertilizer 
be estimated realistically? 

At present there is not enough information available to help farmers deter- 
mine how much fertilizer they can use profitably or to aid distributors in judging 
fertilizer sales potential. Studies in the third broad category are aimed at pro- 
viding better answers to this question: Considering the farmer’s situation in 
terms of capital, labor, land, and crops, how much fertilizer can he use econom- 
ically? When this question is answered, the farmer can tell how much fertilizer 
he can use profitably, and it will be possiole for TVA distributors and others to 
establish realistic estimates of fertilizer demand and to develop plans for meet- 
ing that demand effectively. These studies are being condu:ted in cooperation 
with Iowa State College and the University of Georgia. They are already 
attracting national attention through publications, discussion, and through re- 
quests for information. Some of the findings are now being incorporated into 
educational programs by State extension services. 

4. What are the factors which guide the farmer in the purchase and use of fertilizer? 

TVA and the University of North Carolina plan to conduct a study to determine 
the factors which influence farmers to buy and use fertilizers. A preliminary 
examination shows some of these factors to be sound. For example, there is the 
factor of credit and capital. A farmer may buy fertilizer of a particular type or 
at a particular time simply because he can buy it on credit. The material may 
not be what he can profitably use. This suggests that farmers may need better 
ways of financing fertilizer purchases. 

Other reasons are not as logical. For example, a group of farmers may apply 
no fertilizer at all, claiming its use is hard on the land. Here the educational 
program may need to stress the use of lime, organic materials, and similar soil 
conditioners. Whatever the reasons farmers have for making fertilizer choices, 
a better understanding of the factors and attitudes will aid in the development of 
better educational programs to help farmers buy and use fertilizers more eco- 
nomically. 

FARM TEST-DEMONSTRATIONS ($1,327,000) 
This table shows actual appropriated fund requirements for farm test-demon- 


strations for fiscal year 1956 and estimates for 1957 and 1958: 


1956 actual | 1957 estimate | 1958 estimate 


Fertilizer $435, 455 $758, 000 $832, 000 
Less farmer payments for fertilizer (corporate funds) 192, 954 | 363, 000 417. 000 

Net cost of fertilizer___.. 242, 501 395, 000 415, 000 
Contractual payments 217, 389 | 284, 000 | 300, 000 
TVA staff and administrative costs 157, 908 181, 600 195, 000 


Net expense (appropriated funds) -. 617, 798 | 860, 000 | 910, 000 
| ' 
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TVA, the land-grant colleges, and farm families have worked together since 
1935 in a cooperative national test-demonstration program, the major objectives 
of which are (1) to introduce TVA’s experimental fertilizers to farmers for testing 
and demonstration of their use on a wide variety of soils and under various cli- 
matic conditions; (2) to obtain information on the utility of such fertilizers under 
practical farm conditions; and (3) to develop improved fertilization systems and 
demonstrate their feasibility to farmers generally. Another objective related 
specifically to the valley is agricultural development through improved use of 
fertilizers and other resources available to farmers in the operation of their farms. 
Experience on valley test-demonstration farms is being used to help identify im- 
portant agricultural problems facing farmers of the region and in suggesting ways 
to meet these problems. 

Farm test-demonstrations comprise an important part of the TVA fertilizer 
program. They bridge the gap between the testing of new or improved fertilizers 
under controlled conditions in laboratoreis or on field plots and the widespread 
introduction and sale of fertilizers to farmers through distributor demonstrations. 
Limited quantities of fertilizer are distributed to selected farmers for use in a 
well-planned and supervised educational program to determine the value, effect, 
and best method of use on practical farms. Cooperating farmers, other farmers, 
and professional agricultural workers learn from these demonstrations. TVA 
obtains useful information for improving the quality of fertilizers. 

In test demonstrations, fertilizer use is not regarded as an isolated factor in a 
farm operation. Special attention is given to developing and demonstrating 
new and improved fertilization practices in combination with other advanced 
farm and home practices. Test-demonstration farms serve as community or 
regional laboratories for bringing together on a whole-farm basis more adequate 
plant nutrients, the specialized knowledge of research and extension personnel, 
and the resources of farm families. These farms are used to guide farm families 
in making farm and home adjustments in accord with changing agricultural 
policies and conditions. They are useful in educational activities directed toward 
more efficient farm production, improved income, farm and home devclopment, 
and conservation. In the Tennessee Valley, farm test demonstrations are im- 
portant in educational programs for agricultural development and watershed 
protection and improvement. 

Test-demonstration farms are selected to provide wide representation of soil 
types, farm size, types of farming, financial position of farmers, and suitability of 
the farm for educational use. Test-demonstration farms serve as community 
guides and focal points for educational tours and conferences. The farmers are 
local agricultural leaders. From records kept by the participating farmers, 
data is compiled for appraising the program, planning its future, and in preparing 
educational materials. 

The following tabulation gives comparative figures for farm test-demonstra- 
tion activities: 


| 
1956 actual | 1957 estimate | 1958 estimate 


Active States: 


Valley ad io 7 7 7 
Nonvalley. slide | 13 24 25 
Active farms. . 7 am | 2, 938 3, 504 3, 605 


In general, farmers participate in the program for a 5-year period. One-fourth 
of the valley test-demonstration farms may remain in the program for longer 
periods. The purpose of this group of farms is to demonstrate the long-term 
effects of improved fertilization in combination with other good farming practices 
and to study typical problems facing the development of such farms over long 
periods and through varying economic conditions. 

TVA experimental fertilizers are furnished to test-demonstration farmers under 
a partial payment plan. During 1958 the price to the farmer will average about 
50 percent of the TVA wholesale price, f. 0. b. the plant. The farmer also pays 
shipping and handling charges. In addition to the cost of TVA fertilizers, the 
farmers secure from commercial sources at full cost the other fertilizer and lime 
needed to supplement the TVA materials. 

In 1958 an estimated 6,860 tons of caleium metaphosphate, 3,660 tons of diam- 
monium phosphate, and 1,000 tons of leached zone fertilizer will be used in farm 
test demonstrations. Small amounts of other new fertilizers will also be used 
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Gross cost of fertilizer used in 1958 is estimated at $832,000, of which the farmer 
will pay $417,000. 

Supervision and technical guidance in planning and conducting the program, 
including suth matters as selecting and planning farms, are provided through the 
ugricultural extension services of the State land-grant colleges, with part of the 
cost being financed by TVA. The colleges and TVA jointly provide overall 
direction of the program and conduct special economic analyses of results. In 
1958 TVA will pay the participating institutions $300,000 as its share of the cost 
of supervising the test-demonstration program. The colleges’ share of the cost, 
which is not reimbursed, will be about $685,000. Ten years ago, in the peak 
year of TVA expenditures for farm test demonstration, comparable TVA pay- 
ments totaled $545,000, and college contributions amounted to $425,000. 

Calcium metaphosphate and diammonium phosphate are the major products to 
be used in the test-demonstration program in 1958. 

There are three main problems associated with calcium metaphosphate. Crop 
response in certain situations is too slow for annual grazing crops and fast growing 
vegetables. Surface applications for pasture and hay crops on acid soils in humid 
regions do not always give most satisfactory immediate crop response. In most 
of the western part of the country where calcium content of the soils is naturally 
high, calcium metaphosphate is not yet generally recommended. Agronomic 
research results from the use of this fertilizer have just reached the stage where 
enough information is known about its behavior to recommend use on these soils. 

There are also problems associated with diammonium phosphate that can be 
solved only by its use on farms in an educational program. It has a high nutrient 
ratio—21 percent nitrogen to 53 percent phosphate. In low potash areas farmers 
may add supplementary nutrients to meet crop and soil fertility needs. The big 
question on the farm use to this fertilizer is how can it best be fitted into fertiliza- 
tion systems on representative farms under a wide range of conditions. 

Special attention will be given in 1958 to the introduction and practical farm 
testing of leached zone fertilizer to be manufactured for the first time in that year. 
Placement, methods of use, and time of application appear to be of more impor- 
tance for this fertilizer than for ordinary or concentrated superphosphate. 


AGRICULTURAL DEVELOPMENT PROJECTS ($174,000) 


To encourage the full development and use of the agricultural resources of the 
Tennessee Valley consistent with sound conservation practices, TVA cooperates 
with State and local agencies, with farmer groups, and with farmers in agricultural 
research and demonstration projects. The character of individual projects changes 
as problems and conditions change. Generally, they relate to the identification 
of obstacles to better land use and to the development and demonstration of 
ways of preserving and enhancing land resources in the interest of improving the 
farm economy and of protecting the watershed. The estimate for agricultural 
development projects for 1958 is $174,000. The cooperating State agencies are 
expected to contribute $70,000 to joint projects in 1958. 


Economic research on valley agriculture, $47,000 


To plan an effective program of agricultural resource development and water- 
shed protection, the TVA needs current data on the status and trends of valley 
agriculture relating to farm employment, farm income, and production costs and 
prices and a basic knowledge of the conditions that have affected it. On the basis 
of such background information, remedial programs can be developed. Data 
obtained from other Federal agencies and from State and local sources is used 
extensively in TVA’s economic research on valley agriculture. 

During 1958 emphasis will be placed on newer research techniques and more 
detailed analyses of emerging problems in valley agriculture. In addition to 
general trend studies to keep abreast of longtime developments in valley agri- 
culture, new studies of farm labor, capital, and land resource productivity will be 
initiated. From these studies it is expected that methods of determining the 
impact on the region’s agricultural economy of any marked change in the basic 
factors affecting it may be developed. Intensification and expausion of service- 
type research is planned to provide TVA management with data essential to 
wise program planning. 

A major problem in the agriculture of the Tennessee Valley is the low level of 
farm income, which stems in part, from inefficient farm production systems. In 
1957 the most profitable farm plans for farmers with varying levels of available 
capital and labor, soil resources, and managerial ability will be determined through 
case studies in cooperation with a valley land-grant college. These plans identified 
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in 1957 will be tested on special study farms in 1958. Results of the study will 
be valuable to State agencies in planning and directing educational programs 
designed to raise farm income by improved farm planning. 


Agricultural development in problem areas, $21,000 


One of the factors inhibiting the agricultural progress of many local areas is the 
lack of coordination among resource development agencies. Catoosa County, 
Ga., is such an area. Here agricultural development has not kept pace with the 
valley as a whole, and a demonstration is being conducted of ways to develop a 
satisfactory administrative pattern at the county level to coordinate the resource 
development activities of all agencies and to improve the conservation and use of 
agricultural resources. TVA is working with the University of Georgia and local 
farm leaders in this project. 

The primary tool for carrying out the program in Catoosa County is a local 
development board, composed of county officials, representatives of agricultural 
agencies, and representatives of various groups and civic bodies. This sponsoring 
group delegates program planning and promotional responsibilities to a central 
planning committee and seven other committees. A technical advisory com- 
mittee composed of county extension workers, Soil Conservation Service tech- 
nician, county forester, Agricultural Stabilization and Conservation Committee 
office manager, vocational education teachers, and Farmers’ Home Administration 
supervisor provides guidance in specialized fields. 

The most significant accomplishment of this project to date is the creation of 
the administrative machinery whereby resource development activities can be 
coordinated in the county. This has facilitated such activities as increased re- 
forestation, planting of permanent pastures, and construction of ponds and 
terraces. 

During 1957 TVA will furnish technical assistance, will provide 95 tons of fer- 
tilizer on a partial payment basis to about 50 test-demonstration farmers, and 
will supply seedlings for reforestation on private lands. TVA will reimburse the 
University of Georgia, a cooperator in this project, for the salary and related ex- 
penses of an assistant county agricultural agent. Exclusive of TVA contractual 
funds, the university’s 1958 budget for this project will be about $20,000. Con- 
tributions from other cooperating groups, while not known to TVA, are sub- 
stantial. 


Research on soil productivity and management, $8,000 

In the Tennessee Valley, TVA, the USDA, and the State experiment stations 
have cooperated in surveying the region’s soils. TVA participation in this work 
extended from October 1, 1934, until early in calendar year 1954. At that time 
81 percent of the valley had been covered. 

The survey maps and reports produced during these surveys provide needed 
information on texture, slope, depth, drainage, and degree of erosion of the re- 
gion’s many types of soils. This information constitutes a valuable inventory of 
the nature and distribution of the soil resource. From the standpoint of plan- 
ning individual farm operations, soil survey data is not being used most effectively 
because of a lack of training on the part of extension service personnel and hbe- 
cause survey findings have not been interpreted in terms of the capacity of par- 
ticular soils to produce major crops under different farm management systems. 

TVA is now doing limited work in a project aimed at encouraging the wider 
use of the soil survey data already obtained. This work was begun in cooperation 
with the University of Tennessee in 1955. The purpose of this project is to explore 
and demonstrate methods of interpreting soil survey data and of using such analyses 
in determining the potential yield of various crops on different soils. The develop- 
ment of these methods will permit the use of soil survey data, now of limited 
meaning to farmers generally, in using scil to best advantage. Only through 
wise use of soil survey data in this way can greatest return of the investment in 
it be assured. 
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During 1958 TVA will continue to work with Tennessee and one other college 
in this cooperative project. 
Part-time farming studies, $44,000 

Part-time farming is increasing throughout the Nation. Between 1940 and 
1950 farmers working off the farm for 100 days or more in a year increased from 
15.5 percent to 23.3 percent. Studies of v: alley agriculture show a similar trend. 
Between 1940 and 1950 the percent of valley farmers who worked off the farm 
rose from 19.4 to 25.6 percent. 

This is the consequence of the rapid industrialization of the area, which creates 
new markets for local labor and new sources of income for low-income farm families. 
The land which these families own or rent is an important resource which can con- 
tribute to the family income and in turn to the total income of the region. Of 
even greater importance is the relationship of the use of this land to conservation. 
Since the land of part-time farmers is interspersed among other farms, the full 
protection of the watershed can never be realized and may even be seriously 
handicapped if part-time farmers fail to do a good job of managing their land 
resources. Having their interests divided between nonfarm and farm work often 
makes this task difficult. 

In cooperation with the University of Kentucky and the University of North 
Carolina, TVA is seeking to identify some of the problems of part-time farming 
and to develop and appraise educational methods whereby part-time farmers can 
be helped to apply solutions to these problems. This approach is necessary 
because traditional educational programs developed for full-time farmers are not 
reaching part-time farmers adequately. 

In 1957 major emphasis is being placed on the identification of basic problems 
and on evaluation of educational methods applicable to part-time farmers. Two 
pilot experiments are underway, 1 in North Carolina and 1 in Kentucky. These 
two study areas will continue under investigation in 1958 and a third area, rep- 
resenting a different agricultural and social situation, will be studied—this one 
in Alabama. 

The work planned is cooperative. Against the TVA estimate of $44,000, the 
participating colleges will spend in total between $40,000 and $50,000 for the 
year. 

Research on irrigation, 354,000 

During the past several years the use of irrigation to supplement rainfall has 
become increasingly important to the agriculture of the Tennessee River Basin. 
Concern is being expressed as to the future of irrigation and its relation to the 
water resources of the valley. 

At the present time an investigation is being made to determine the present 
status of irrigation in the valley and the possible trends of its use in the future. 
Basic data on the availability and use of water for irrigation, drought conditions 
and drought probabilities of all important areas, and extent of irrigable lands 
will be brought together. Experimental data obtained chiefly from State experi- 
ment stations will be used with this basic data to determine the probable extent 
and location of future irrigated areas. 

While research that has been done on irrigation has been very helpful to agri- 
cultural workers, major deficiencies still exist. Physical response to irrigation 
has been the primary concern of much of earlier work. Little attention has been 
given to the economic problems which the farmer must face before deciding to 
make an investment in expensive irrigation equipment. 

These studies will answer questions of economic as well as physical importance 
in determining the potentials and limitations of irrigation. Studies of the effects 
of irrigation on neighboring water users and analyses of operating costs and 
returns for various systems and schemes of irrigation will be conducted. 


FERTILIZER SALES PRICES 


Mr. Rapaut. Last vear on page 210 of the hearings you showed the 
price of ammonium nitrate to wholesale distributors at $61.52 per ton 
and your cost at $32 per ton. This year you show a decrease on page 
76 of the justifications to $57.50 per ton as the wholesaler’s cost and 
an incre th to $40 per ton in your cost. Will you please explain that? 

Mr. Waaner. Well, briefly, the increase in cost is a combination of 
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two things; one, that we are reducing our output, and that means 
that the fixed charges add more heavily to each ton of fertilizer 
produced. The other is simply on account of the fact that the cost 
of materials and labor is rising. 

Mr. Rasavr. Did we not have some argument about this 2 years 
ago? Did we not want the volume of this production curtailed or 
something? I am only recalling from memory now. 

Mr. WaaGner. | think you are recalling the production of diam- 
monium phosphate when there was a question of how much we should 
produce. 

Mr. Ranaut. The price before was $61.52 per ton to the wholesaler 
and vour cost price $32 per ton. Now the price for the wholesale 
distributor has been established at $57.50 per ton, which is a reduction 
from $61.52 and vour cost has gone up from $32 to $40 per ton; is 
that right? 

Mr. WaaGner. Yes. 

Mr. Ranaut. What is the reason? 

Mr. Wacner. The price of the fertilizer, as we discussed yesterday, 
is set in relation to the price of commercially produced product. We 
set the price at about $6 per ton lower than that to provide the 
incentive that is necessary to get the material used in the educational 
program. That consideration controls the price of all of our fertilizer. 
We do not propose or attempt to conduct a commercial operation. 


AGRICULTURAL DEVELOPMENT 


Mr. Rapsavur. You are increasing your agricultural development 
program from $116,000 to $174,000. Why is this necessary? 

Mr. Waaner. The primary reason for that increase lies in the fact 
we are undertaking in this year a study of the requirements, present 
and potential, of water for irrigation in the Tennessee Valley. As 
you know, there is increasing demand and pressure being put on our 
total available water supply each year. While irrigation has not been 
a large factor in the Tennessee Valley in years gone by, within the past 
three or four years there has been a substantial increase in the amount 
of water required for irrigation. So, as a part of an ever-all water 
study we are investigating what the potential demand on water may 
be in the Tennessee Valley for industry, for municipal uses, for 
agriculture in general, the problems involved with stream pollution, 
and so forth. 

Part of that study concerns the potential use for irrigation. That 
accounts for the major part of this increase. 


RESEARCH PROGRAM ON IRRIGATION 


Mr. Ranaut. Would you please explain briefly the need for the 
research program on irrigation which you plan to undertake and for 
which a $54,000 item is programed? 

Mr. Waaner. This research program, Mr. Rabaut, is the one that 
[ just mentioned as being the major reason for the increase in the 
agricultural development projects category. I would be glad to 
answer any further questions you may have about it. 

It is a part of the job of assessing the potential demands on the 
Tennessee River System for water supply in the future, and irrigation 
appears to be one of those potential demands. There is considerable 
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interest in irrigation developing among farmers. Most of the States 
are considering legislation to change their water law, and this investi- 
gation by TVA should provide an important factual base for their 
consideration of legislation. 


AVERAGE ANNUAL RAINFALL IN THE TVA AREA 


Mr. Rasaut. What is the average annual rainfall in the TVA area? 

Mr. Waaner. It is about 50 inches per year. 

Mr. Rarsaut. What evidence of interest in irrigation can you cite? 

Mr. Waaner. There has been a considerable number of farmers who 
have installed irrigation systems. This generally involves pumps 
and pipes or sprinklers to carry the water out to the land. Irrigation 
has been applied to pasturelands and to croplands, and the demand 
in some instances, where there is only a small stream supplying a 
number of farms, has been great enough so that one farmer’s use of 
water for irrigation has denied other farmers as much water as they 
might want for irrigation. 

Mr. Rapsaur. Your 50-inch rainfall is over what period? 

Mr. Wacnenr. It is distributed through the year. Of course, it is 
unequally distributed. 

Mr. Rasavt. Is the distribution very heavy at one time and none 
at all for long periods, or what is the pattern? 

Mr. Waaner. There is heavy rainfall during the winter months, 
and on through the spring and into the early summer. The late 
summer and fall are often very dry, and during the past three or four 
years we have had droughts which have been very severe, and have 
caused a great deal of damage to pastures and crops. 

Mr. Rapaur. Any evidence that you have for the record you had 
better place in the record on this subject. 

(The matter referred to follows: ) 


INTEREST IN IRRIGATION IN THE TENNEESSEE VALLEY 


A survey of irrigation systems in the valley shows that about 900 systems have 
been installed, affecting some 35,000 acres of land and representing an investment 
in equipment of between $3 and $4 million. Eighty-five percent of these systems 
have been installed since 1951. 

Three of Valley State Experiment Stations (University of Tennessee, North 
Carolina State College, and Virginia Polytechnic Institute) are doing research in 
irrigation costing them about $32,000 a year. Some irrigation research is under- 
way at the other Valley State Experiment Stations, and agricultural engineering 
specialists at all of the Valley State Extension Services are devoting considerable 
effort to irrigation education. TVA’s work in irrigation arises mainly from its 
interest in multipurpose use of water resources; its work is closely coordinated 
with the work of the experiment stations. 


PART-TIME FARMING STUDIES 


Referring to the part-time farming studies, your area certainly is 
a part of the whole agricultural study of the whole Nation, is it not? 
Do you people not get any cooperation from the whole agricultural 
studies of the Nation? 

Mr. WaGNeER. Yes, sir. 

Mr. Rasaut. We have spent fortunes on part-time farming studies. 
Now you ask $44,000 for your area. Why is it necessary in view of 
the fact of the studies that are made by the De partment of Agriculture 
itself? I am very sincere about this. What is it? 
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Mr. Waecner. The problem that we are looking at is one that is 
peculiar to the Tennessee Valley region, where the farms are much 
smaller than the average for the Nation, and where the importance 
of off-farm income is consequently of tremendous importance. 

The problem on the land is accentuated as industrialization in- 
creases and more jobs become available off the farm. 

Mr. Rasavt. A similar situation exists every place where there is a 
lot of industry. It exists up in Detroit. It exists around Chicago, 
and it exists anyplace else where there is a lot of industry. A fellow 
has a small farm. He drives a few miles to work. How is your situa- 
tion different than those? Those studies have been made by the 
Department of Agriculture. 

Mr. Waaner. I believe their situation is somewhat different in the 
size and kind of farms. This particular activity, I should say, is 
conducted cooperatively with the University of Kentucky and the 
University of North Carolina, and the purpose of the study is to find 
ways in which educational programs, as to the use of this land, ean be 
successfully carried out with the farmers. 

The standard methods that county agents use in helping farmers 
cannot be used, because during the daytime, when a county agent 
would normally visit a farmer, these fellows are working in factories. 
The end objective, of course, is both to protect the land from being 
washed away—and I think we have quite an interest in that—and 
also to try to produce useful income from the land. 

Mr. Rasavt. I am very much in favor of the conservation of the 
land and all that, but I really do not see from your explanation where 
there is a great difference in your situation than there is in any of these 
other adjacent situations. None of these people that I am talking 
about have big farms. They cannot afford to run them. They have 
no time to run them. They have small farms. They drive to their 
work and get going. In the spring of the year you will see them 
with headlights on their tractors running around after dark. 

Mr. Waener. Dr. Alibaugh- 

Mr. Rasavut. If you have some other reason for it that I do not 
understand, I would like to hear it. I am willing to be cooperative 
about it. I do not see any reason why you have something everybody 
else has. 

Mr. Waener. I would like Dr. Allbaugh to tell you the difference 
between this problem in the TVA area and in other areas throughout 
the country. 

Dr. AttpauGu. First, 1 think you would recognize that in the TVA 
area it is a newer problem than it is to you folks up there because you 
have been industrializing longer. 

Secondly, the size of the farms in the Tennessee Valley is smaller, 
and they are continually being broken down into even smaller ones. 

The third point is that there is a vearround possibility of operating 
farms in the TVA area. Crop production can be conducted on a 
12-month basis, 10 months of grass, et cetera. We have here a differ- 
ent possibility for part-time farming than in the areas where you have 
only 6 months’ crop production. 

Mr. Raxravr. I will admit that, but, certainly, the great agricul- 
tural studies of this country are taking in all the different types of 
climates within our country. Yours is no exception to the rest of the 
climate in that area or in other similar areas. I am talking not about 
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the relationship between a small farm adjacent to Detroit or Chicago 
or some other large metropolitan center, but I am talking in regard 
to your problem in relation to the studies that have been made in 
agriculture. Why should a special study be made here? 

Dr. AtuBaucH. We have been doing some part-time farming 
studies, and one of our earlier staff studies was one of the bases upon 
which the national part-time rural-development program was carried 
out. It was one of the earlier ones and we have been told it was ex- 
tremely helpful in the national picture. Pointing to getting the job 
done in the valley itself, the land-grant colleges have not had to face 
up to this problem of working with part-time farmers as soon as they 
have in some of the other areas. This is an attempt to work with 
these colleges in trying to do a combination economic and social study 
with them. 

Mr. Rasaut. Are there any questions on this part-time farming 
subject? 

John Riley has some questions. Do you have some, Mr. Evins? 

Mr. Evins. No. 

Mr. Rasavt. Mr. Riley. 


RESEARCH AND EXPERIMENTATION IN FERTILIZERS 


Mr. Rituy. Mr. Wagner, your fertilizer production is largely 
research and experimentation and development of certain classes of 
fertilizer, is it not? Is that your major purpose? 

Mr. Waaner. Our major purpose is research, development, and 
education, Mr. Riley; that is correct. 

Mr. Ritsy. How many different types of fertilizer have you 
developed? I notice on page 76 there are apparently five. 

Mr. Waaner. There is at least one other fertilizer that we developed 
and introduced, fused tricalcium phosphate, and there are a number 
of others that we are working on. I think that these five, plus fused 
tricalcium phosphate, would constitute the group that has been 
developed to the point where we have introduced them, or begun to 
introduce them, into agricultural use. There are a number of other 
fertilizers that are still in our laboratory, where they are still in the 
early stages of development. 

Mr. Rivey. I think that is a very excellent service, developing our 

own fertilizer base. How long do you run these experiments before 
you decide whether or not they are practical and useful and have 
served their purpose? 

For instance, you take ammonium nitrate and calcium phosphate. 

Mr. WacNeEr. We continue to produce and distribute them as 
long as we believe there still is an important educational job to be 
done, Mr. Riley. That will vary with the different kinds of material. 
I mentioned fused tricalcium phosphate. 

There we developed a process which did not require sulfur to make 
this fertilizer and built a plant to produce it. Then we introduced 
it to farmers. After a period of a few years, it became apparent that 
no one else was going to build that kind of a plant for one reason or 
another, including the fact that the sulfur shortage had disappeared. 
We felt that we had adequately demonstrated the successful opera- 
tion of the process, and we consequently discontinued production of 
the material, and have dismantled the plant. 
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Concentrated superphosphate, we began producing in the 1930’s 
and at one time distributed about 150, 000 tons a year. It has now 
been fairly widely accepted and understood, and is being produced in 
considerable quantities, and our proposed production for this coming 
year is only 25,000 tons, which we think still is needed in an educa- 
tional program, especially in assisting distributors to produce. higher 
analysis mixtures. 

You mentioned ammonium nitrate. Ammonium nitrate was pro- 
duced to the extent of nearly 200,000 tons a year, a few years back, and 
we are proposing in 1958 to produce only 125,000 tons of it. I would 
expect that that production will continue to decline. 

Mr. Rivey. How long has that program been in effect? 

Mr. WaaGner. We first started with ammonium nitrate in 1943 
and at that time produced about 13,000 tons of the total 18,000 tons 
in the country. As I say, we at one time, in 1947, were making nearly 
200,000 tons a year. Now we have cut our production back, and the 
industrial production is up from 5,000 tons in 1943 to well over a 
million tons a year. 

We think there 1s still some educational work to do with ammonium 
nitrate, and as long as that is true and we are satisfied that it is a 
program which will further benefit farmers, and help to build an addi- 
tional market, we would propose to stay with it. 

Mr. Ritey. I am very much interested in the farm program, but 
I am just a little bit curious to know why, after you have developed 
an industry to the point where it has risen from a production of 17,000 
tons to over a million tons that you still think you should go ahead 
with Government experimentation and distribution and research. 
That would be the question that I am interested in, as to why. 

Mr. Wacner. The reason, Mr. Riley, is that we think there still 
is an educational job to be done. For example, ammonium nitrate 
is very useful in putting on sod crops, pasture, and similar uses, as a 
conservation measure, and about 60 percent of our production goes 
into those uses; only about 14 percent of the commercial production 
goes into those uses. 

We still think there is a considerable market to be developed here. 

Mr. Riuey. If a fellow can buy fertilizer under the market price, 
he is going to use if for some purpose, and as far as ammonium nitrate 
is concerned, I find that all the farmers in my section are well versed 
in the use of ammonium nitrate and use it on all occasions if they can 
get it. 

Mr. WaGner. There are still some sections where farmers are 
paying high prices for less concentrated nitrogen fertilizers, and | think 
there still is an educational job to do. Dr. Allbaugh might want to 
comment further on that, if you would like some further definition 
of what that job is. 

Mr. Ririry. I would like to know. 

Mr. AttzaucH. The ammonium-nitrate program is, of course, as 
you know, pretty well past the initial introduction stage. As we look 
on it we have four phases: Introduction, which goes through the 
first few years and may continue during several more years in new 
areas; and this relates to a point that Mr. Wagner just made. The 
second stage is the use of these materials in new uses on farms, such 
as getting use of it on the grasses and forage crops rather than on 
row crops; that is the stage that has quite a long way still to go. 
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The third phase is to use those materials which are suitable for 
the purpose in mixtures, of in bulk blending, or some method of 
distribution that gets higher analysis materials out to farmers. This is 
another point that will be discussed later about ammonium nitrate. 

The fourth phase is in the use of the raw materials, these products, 
in processes by small manufacturers elsewhere. We have a few that 
are using some of our materials in that phase. 

Coming specifically to the ammonium nitrate, we feel that the initial 
introduction program, as you have suggested, has in general pretty 
well been done, but there are thousands of farmers in the Southeast 
and in other areas that have not yet tried ammonium nitrate. At 
the present time, the estimate is that if it fits as well for crop produc- 
tion on the individual farm as the lower analysis materials being used, 
farmers of the Southeast States could save approximately $10 million 
a year using ammonium nitrate instead of the lower analysis materials. 

‘We feel in the Southeast there is yet a way to go in building up 
farmer acceptance of ammonium nitrate. As those of you in the 
Southeast know, Mr. Riley, two new ammonium nitrate plants have 
come into the area. We believe that we have had a considerable 
influence in building the background market for those people, and we 
can continue to help them for some time ahead. 

How far and how long that will be, of course, is uncertain. 

Mr. Ritey. I do not think there is any question but that you have 
promoted the program, because when I was a boy on the farm, the 
only thing we ever heard of was Chilean nitrate. 

Where are these plants being built that you named in the Southeast? 
I am from the southeast. 

Dr. AttvauGH. The Southern Nitrogen Co. is located at Savannah, 
Ga., and the Escambia Chemical Corp. near Pensacola, Fla. 

Mr. Ritey. The question that arises in my mind, Doctor, is this: 
That you have successfully demonstrated the production of this 
partic vular type of fertilizer, and that applies to the phosphate, too, 
m my opinion. You have successfully demonstrated the use of it, 
and it is pretty widely accepted. Why would it not pay you to con- 
centrate on these other developments that you have in mind and get 
them, too, going. 

Dr. Atteaven. That, of course, is exactly the job that we, working 
with the research people, are trying to do. One problem is that you 
cannot always come out with something new, just at the precise 
time that some might think the major part of the job is done. 

There is a point on this that ties in with the question that came up 
vesterday about TVA’s ammonium nitrate. That is why we do not 
prill our material. TVA adopted the crystalline form because it was 
both safer and cheaper at that time. We have continued it, have not 
switched over to prilled material, and thus have avoided spending 
some $1\% million that would be required to change over because we 
felt that our product has been acceptable. We do get differing 
opinions, of course, as to which is the better. 

In some places they think it is almost as good, in other places quite 
as good as the other. 

The other point is that we feel we should continue to work on this 
crystalline process, to see if we can get an ammonium nitrate that 
could be used in bulk blending in the same way as some of the low 
analysis nitrogen fertilizers are used. This would enable us to get a 
still higher analysis blended material available to put out on the farm. 
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Mr. Ritny. Would that give you a higher concentration of nitrate 
in smaller bulk? 

Dr. AuuBauGH. That is right. That is what we are working on. 
The question is whether we should kee p the equipment we have and 
continue with this kind of experimentation or whether we should go to 
to prilling. It seems to me that if we move to the prilling process 
we are saying that we want to get into a compe titive position with 
industry on this particular product. This is not our purpose. As 
soon as we can find uses for our nitrogen production in newer types of 
nitrogen products, we would change to them as fast as possible. 

That is the reason we have the two new products containing nitro- 
gen—diammonium phosphate and leached zone phosphates. 

Mr. Ritey. In other words, if you developed these higher concen- 
trates to the point where they are practical, you would gradually 
eliminate what we now know as the ammonium nitrate production? 
Is that your purpose? 

Dr. AuuBAuGH. We would use our nitrogen facilities for other pur- 
poses; that is right. At the present time, for instance, we are star ting 
to pr oduce a 30-10- 0, which has almost the same nitrogen content as 
ammonium nitrate, but also has the phosphate in it. ‘In some areas 
it fits in very well. 

Mr. Riney. Do you break even on this program, or does it cost 
you some money? 

Dr. AtLBpauaGu. I beg your pardon? 

Mr. Ritey. Do you make your expenses on this program? Does 
it pay its way or is it costing you something? 

Dr. AuneaucH. Mr. Young, would you answer that one? 

Mr. Younc. The program is paying its way; yes, sir. 

Mr. Ritey. Good. 

Mr. Youne. Not by a wide margin but it is paying its way. 

Mr. Rixey. It is not in the red? 

Mr. Youna. No; it is not. 

Mr. Waener. Mr. Riley, one of the uses in which we are trying 
nitrogen fertilizers, illustrates the fact that there m ay still be a very 
considerable untapped market. This involves their use on tree 
seedlings. Work has been done by others in the past on the fertiliza- 
tion of forests to see if it would pay to put fertilizer on trees to try 
to make them grow faster, but I think those generally have not been 
too promising. 

One of the problems is the cost of distributing the fertilizer. There 
is one time in the life of a plantation when you have to handle every 
tree, and that is when you plant it. We are doing some work to find 
out what the results will be if you put a little bit of fertilizer in with 
each pine seedling as it is planted. 

The indications are that that will give it a quick start for early 
growth, will let the seedling get up above the cor npeting vegetation, 
and asa consequence, you may be able to take your first pulpwood 
cutting off 2 or 3 years earlier than you otherwise could. 

If this research proves fruitful, it would open up a large new market 
for nitrogen fertilizer. The trees require primarily nitrogen, but it is, 
of course, possible to include other components, too. 

Another variation of this involves the use of fertilizers on seed trees. 
It is possible to take superspecimens of trees, extra good trees, let us 
say, and use them as seed trees. You can take cuttings from them, 
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graft them to roots of other seedlings, and get a bunch of seedlings of 
this supertree which can then be put out in seed orchards. If you 
fertilize those orchards you may increase seed production. This 
would help considerably in the total job of reforestation, all across the 
country. 

This is a field in which we are doing just some experimental work 
now, but it illustrates the fact that the ultimate market for fertilizers 
may be much greater than we think. 


FERTILIZING TREE SEEDLINGS 


Mr. Ritey. Have your results on fertilization of seedlings or young 
trees been successful so far? 

Mr. Wacner. We have just started. Mr. Kilbourne has been in 
direct charge of that work and may want to say something further 
about it. We have not carried it far but it looks promising enough 
so that we think it is worth some further research. 

Mr. Ritey. The next question is probably my last one. 


MONITORING FERTILIZER PROGRAM 


How do you monitor this program to know that these experimental 
fertilizers are used for the purpose for which they are intended and 
that they are not used in the production of ordinary crops, or general 
usage? 

Mr. Waener. A relatively small percentage of the fertilizer that 
we distribute goes out in our test demonstration program and is very 
closely supervised, generally by the county agent in the county in- 
volved. 

The bulk of the fertilizer, however, is distributed in the distributor 
demonstration program. In this program we have contracts with 
some 74 or 75 wholesale distributors, specifying what the permitted 
uses of the fertilizers are, and requiring—and they agree to do this— 
that they carry out certain educational activities as to the use of the 
fertilizers. 

Also, each bag that goes out is stamped with a statement which 
says “For education and demonstration.” If we get evidence that 
the fertilizer is not being properly used, we investigate and secure 
correction. Occasionally we find a distributor who says, “If that is 
what this contract means, I am just not willing to do this job. It is 
going to cost me a lot more than it is worth to me and J sat will not 
do it,’”’ and we drop his contract. 

Mr. Rixey. It seems to me that you ought to drop the contract if 
he does not carry out the directive under which it is issued to him. 

Mr. Wacner. Wedo. That is what I meant to say. 

Mr. Riney. That is all, Mr. Chairman. 


PART-TIME FARMING 


Mr. Junsun. Is this program of encouraging part-time farming a 
proper function of the TVA under law? Do you have legal authorlty 
to do this under the basic act of the TVA? 

Mr. Wacner, This is not a program to encourage part-time farming, 
Mr. Jensen, It simply recognizes the fact that part-time farming 
exists, 
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Mr. Jensen. Your justifications indicate that you are encouraging 
and working with people who are on a salary, I presume either with 
the TVA or other organizations, to show them how to carry on part- 
time farming successfully. Your justifications say that in about that 
many words. 

Mr. Waener. The purpose of the program is to find ——— 

Mr. Jensen. I am asking, Do you have legal authority to spend the 
taxpayers’ money for this purpose? 

Mr. Waener. We have legal authority to conduct part-time farm- 
ing studies; yes, sir. 

Mr. Jensen. You do? 

Mr. Waener. If you have any question about that, I think Mr. 
Swidler can answer it for you. 

Mr. Jensen. Can you cite that provision in the basic act? 

Mr. Swipter. Yes, sir. Under section 5, the broad authorization 
to engage in fertilizer production, demonstration and research activi- 
ties and to cooperate with universities and farm organizations with 
respect to such activities is, 1 think, broad enough to cover that study. 

Mr. Jensen. You had to stretch the language considerably, did 
you not, in order to teach people how to do part-time farming to 
supplement their wages? Of course, when you do it, you are adding 
to the surpluses that we already have, that are piling up. 

Of course, if you want to read that much authority into it, I suppose 
you will, but I doubt very much, according tothe letter of ‘the law, if 
you have authority to enter into such a program. 

Mr. Swipter. I might add to the citation of section 5, Mr. Jensen, 
section 22, which also conveys authority to engage in studies as to 
the proper use and development of the resources of the Tennessee 
Valley. 

Mr. Jensen. I doubt very much that it gives you authority to go 
out and show people how to do part-time farming i in order to ‘supple- 
ment their income. 

Mr. Swipter. The study is certainly related to the effective use of 
the fertilizers produced by TVA, and to the prevention of soil erosion, 
which otherwise becomes a very serious problem as people devote 
their time to urban jobs and neglect the proper use of their farmlands, 
so it seems to me to be a very logical type of study to engage in as a 
part of the fertilizer and soil erosion prevention work. 

Mr. Jensen. I am not questioning the study, but you say here: 

Part-time farming is increasing throughout the Nation. Between 1940 and 
1950 farmers working off the farm for 100 days or more in a year increased from 
15.5 percent to 23.3 percent. Studies of valley agriculture show a similar trend. 
Between 1940 and 1950 the percent of valley farmers who worked off the farm 
rose from 19.4 to 25.6 percent. 

This is the consequence of the rapid industrialization of the area, which cre- 
ates new markets for local labor and new sourees of income for low-income farm 
families. The land which these families own or rent is an important resource 
which can contribute to the family income and, in turn, to the total income of 
the region. Of even greater importance is the relationship of the use of this 
land to conservation. Since the land of part-time farmers is interspersed among 


other farms, the full protection of the watershed can never be realized and may 
even be seriously handicapped if part-time farmers fail to do a good job of min- 
aging their land resources. Having their interests divided between nonfarm and 


farmwork often makes this task difficult. 

In cooperation with the University of Kentucky and the University of North 
Carolina, TVA is seeking to identify some of the problems of part-time farming 
and to develop and appraise educational methods whereby part-time farmers 
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ean be helped to apply solutions to these problems. This approach is necessary, 
because traditional educational programs developed for full-time farmers are not 
reaching part-time farmers adequately. 

So what you are doing, of course, is simply to not only make studies, 
but you are doing educational work, you are spending your money to 
develop part-time farming, and by so doing, of course, as I said be fore, 
you are increasing the surplus that we already have in storage. Ido 
not see how you can interpret the language of the basic act to permit 
you to do this kind of a job. 

No doubt vou will do it, regardless, so what is the use of spending 
any more tii ne? 

You can read most anything, and you do read most anything you 
want to read, into the basic act. 

Mr. Swipter. Mr. Jensen, if you can help full-time farmers it 
seems to me that you ought to be able to help part-time farmers as 
well, and if you can help farmers generally, you ought to be able to 
distinguish between them according to their special circumstances so 
as to make your help as effective as possible. 

Mr. Jensen. My friend, if the farmers of the TVA area cared to 
interest. themselves in the program that is carried on for all the 
farmers of America under the soil conservation, the fertilizer program, 
and all the other programs that we have, to assist the farmers of 
America in a better method of farming—if the farmers of TVA would 
enter into that program like the farmers of other areas, then you, 
the TVA, would not be in this kind of business. Of course, we are 
helping the farmers of America—all the farmers of America—to be 
more scientific. Farming is a scientific business these days, but here 
you take on the job that the Department of Agriculture and other 
departments of government are in head over heels, and you impose 
this program on top of their program, or in lieu of the program for all 
the farmers of America, and you treat the farmers of the Tennessee 
Valley as though they lived in another country, not in America, but 
in another country—maybe about the way we treat them across the 
seas. 

That is all, Mr. Chairman. 

Mr. Rasavut. Dr. Fenton? 


AMMONIUM NITRATE AS AN EXPLOSIVE 


Mr. Fenton. I will not be too long on this question. 

I am very much interested in the ammonium nitrate conversation. 
That is the stuff that blew up in a Texas port at one time; is it not? 

Mr. Wacner. They had an ammonium nitrate explosion down 
there, I believe; ves, sir. 

Mr. Fenton. What are the physical properties of ammonium ni- 
trate, as found by vou people? ‘The reason I ask that question is this: 
Some time ago from my own hometown I had an inquiry about the 
storing of ammonium nitrate in the heart of our town, and they got 
very much concerned about it and wanted to know whether it was 
dangerous or not to store ammonium nitrate in the heart of the town. 

Mr. Waener. Dr. Fenton, I would like to ask a chemical engineer 
to answer that question, if I may. Mr. Young, will you respond? 

Mr. Younc. Doctor, the accident that happened at Texas C ity, 
when the ships exploded, with ammonium nitrate in the hold, was 
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attributed to the fact that the material was confined in the hold of 
the ship, and they apparently had a fire in the hold. Instead of opening 
the hatches and putting water on it, they closed the hatches and put 
steam in. Under conditions of high pressure and temperature am- 
monium nitrate will explode. 

If they had left the hatches open and put water on it, they probably 
would not have had the explosion. We have had cars of ammonium 
nitrate in railroad wrecks and we have had cars of the material which 
have caught on fire and the ammonium nitrate has burned up, but 
we have never had any explosions. 

Mr. Fenton. Of course, that incident being very recent and 
the minds of the public, it became quite a question. 

It was stored by a coal company that is now using ammonium nitrate 
to add to a little dynamite and it creates a te rrifie explosion. 

Mr. Youna. We store it in the Shoals plant, but we separate the 
stacks so that there is air circulation, and we do not have any smoking 
around the area. With reasonable precaution it is perfectly safe. 
We handle it in elevator buckets and we handle it in grinding equip- 
ment, and we have never had any problem. When it is handled right 
it is safe. 

Mr. Fenton. You would not advocate storing it in the heart of a 
city, would you? 

Mr. Youna. You have to use reasonable precautions, considering 
the special characteristics of the material. I know fertilizer plants 
store it. However, they observe safety precautions including proper 
circulation of the air and prevent fires in the area. It is safe under 
those conditions. 

Mr. Fenton. If you have a fire, it is not very safe? 

Mr. Youna. If it is in an open area with proper ventilation it will 
burn, but we have never known it to explode unless it is under 
confinement. 

Mr. Fenton. This was near a department store. I was interested 
in that phase of it. I thought probably you people had done a 
lot of experimental work on it and could give me some information. 

Mr. Youne. On every bag of ammonium nitrate that we send out 
there is a warning statement telling the user just how to handle and 
store it and how to take care of it so they can handle it safely. We 
have some further information. I would be glad to send it to you. 

Mr. Fenrron. If you will, please. Thank you. 

Mr. Ranaut. We will take up watershed protection and improve- 
ments. 

WATERSHED IMPROVEMENTS AND PROTECTION 


We will insert pages 96 through 117 in the record. 
(The matter referred to follows:) 
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TENNESSEE VALLEY AUTHORITY 


ScuepuLte B-4.—Watershed protection and improvement, for fiscal year ending 
June 30, 1958 














} | 
1956 actual | 1957 estimate | 1958 estimate 





Income (incidental income) -.....-.- | $76, 000 










Expenses: 
i See MNOS. oo Coors aa wsnncnacucnndtectawcsanceadalsoticatalsabes | 457, 000 
UCOGUET TI oss nok hn cos ck cence b bbb ibe dd ade da6nde sdbiene cdees detieal 604, 000 
Total direct expenses (appropriated funds) _...-........_|..-...---- Sia Otis. 1, 061, 000 
Distribution of administrative and general expenses | | 
(schedule B-5)-_.-.--- peer Seeense sete smectite soca aaeeadeawcinodeleie | 68, 000 








Total expenses before depreciation 


and ahiteddare nigduad xuiexnedwaeeoaciie Sas eeaSeaaataal 1, 129, 000 
Depreciation on general facilities 


loth ded dtuvtdhbdodwénsaasibwhed pblbh. J Abatwcadinbehaa 7, 000 


Total expenses-__- 


1, 136, 000 


Net expense of watershed protection and improvement | ceaaenl 1, 060, 000 





Resource development (for fiscal years ending June 30, 1956 and 1957) 








| 
1956 actual | 1957 estimate | 1958 estimate 











Income (incidental income) 









$21, 125 | $13, 000 






Expenses: 









Agricultural resource development 63, 443 | 116, 000 
Tributary watershed development | 304, 803 416, 000 
Forest resource development i 485, 312 518, 000 . 
Topographic mapping 1 101, 971 100, 000 | 
Total direct expenses: | 
Appropriated funds 382, 211 | 1, 150, 000 | _- ‘ e 
Corporate funds 573, 318 | | 
Total L ™ 955,529 | 1, 150, 000 | Rec 
Distribution of administrative and general expenses 
(schedule B-—5) } 78, 711 90, 000 ( 
| , a ree i OF er 
Total expenses before depreciation | 1, 034, 240 | 1, 240, 000 | 
Depreciation on general facilities di debpense- dal 5, 692 | 7, 000 | isn 
ee . Saga a ad onl 
Total expenses 1, 039, 932 1, 247, 000 








Net expense of resource development. : 5 1, 018, 807 1, 234, 000 
| | 















Resource DEVELOPMENT 









As a part of a continuing program of improving and clarifying uhe budget 
presentation, the category Resource Development will be discontinued, effective 
at the beginning of fiscal year 1958. In the past some confusion has under- 
standably arisen concerning the content of the resource-development program, 
largely because the name is too broad for the activities it now covers. The whole 
TVA program is a program of resource development; identification as such of 
what is now a small part of TVA’s responsibilities has obscured this. In the 
second place, the use of so general a title as Resouree Development to identify 
a group of activities not in themselves closely related has resulted in some difficulty 
in showing their relationship to the whole TVA program. 

The budget program for fiscal year 1958 differs from that of 1956 and 1957 in 
three respects, insofar as the activities presently carried under the title “Resource 
Development” are concerned. In the first place, the work classified as agri- 
cultural resource development has been renamed agricultural development projects 
and is described under the fertilizer, agricultural, and munitions developent 
program, thus consolidating in one program all of TVA’s agricultural activities. 
A new program category watershed protection and improvement, has been estab- 
lished for 1958, which includes all of TVA’s forestry and tributary watershed 
projects. Topographic mapping has been designated as a separate subprogram 
under the navigation, flood control, and power program. The 1958 budget 
program description presents the activities to be undertaken in that year under 
the new program titles. 
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For purposes of comparing estimates for 1956, 1957, and 1958, the following 
summary table is presented. 





1956 actual | 1957 estimate | 1958 estimate 
} 


Agricultural resource development ; Sigua $63, 443 $116,000 |___- 
Agricultural development projects ! Bh ch Trchcebiieiaed Beach 

Forest resource development “yade ‘ 485, 312 | 

Forestry projects ?_.______. oaass Tenet a egeien ae ena === =| 
Tributary watershed development____-______- St eS ees 304, 803 | 416, 000 |_..._- 
Tributary watershed projects 2 | | 


$174, 000 
604, 000 
"457, 000 


Topographic mapping 3______.._.-- ee : < - a .-| 108, 971 | sare 100, 000 | 315, 000 





WU a obtain cn rcb ieee natasedeanphareendas enue Wied 955, 529 | and 1, 550, 000 


1 See Fertilizer, Agricultural, and Munitions Development, p. 64. 
2 See Watershed Protection and Improvement, p. 99. 
3 See p. 61. 


WATERSHED PROTECTION AND IMPROVEMENT 


One of TVA’s responsibilities is the protection and improvement of the water- 
shed of the Tennessee River and the proper use, conservation, and development 
of the region’s natural resources. TVA fulfills this obligation by performing in- 
vestigations and studies to identify problems of watershed protection and im- 
provement, by conducting research to develop and test corrective Measures, and 
by participating in cooperative projects to apply these measures to regional and 
special problems. In so doing, TVA coordinates its activities with interested 
Federal and State agencies to assure that there will be no duplication of effort. 

TVA has this responsibility for watershed protection and improvement as a 
regional agency charged with the unified development of all the resources of the 
Tennessee Valley. Beyond the broad purpose is the objective of protecting a 
Federal investment in dam and reservoir projects, constructed to improve the 
Tennessee for the benefit of navigation, flood control, and power. These 28 
projects, built or acquired at a cost of $800 million, would lose some of their utility 
and value if the lands above them are allowed to erode or if streamflows were 
not regulated in part by the maintenance of adequate land cover. 

The problems of watershed protection and improvement in the Tennessee 
Valley are complex. Within this area of 40,000 square miles is a wide variety of 
soil types, cover conditions, and terrain. Land management practices differ 
greatly from area to area. The greater part of the land—90 percent—is privately 
owned. Fifty-four percent of the land is in forests. Seven States, 125 counties, 
and the operators of over 260,000 farms and forest properties are directly involved 
in the problems and opportunities of the Tennessee River watershed. 

TVA follows these principles in its approach to watershed protection and improve- 
ment: 

1. Ultimate solutions to soil- and water-use problems must be susceptible of 
ready application on private land without burdensome regulatory measures. 

2. The ultimate responsibility for watershed protection and improvement and 
for conservation and wise use of land resources rests with the owners of the land, 
who stand to profit most from its best use, and with their State and local agencies. 

3. The Federal Government should provide State and local agencies, groups, 
and individuals with basic data, practical solutions, and leadership, and should 
minimize its direct participation in applying or financing corrective measures for 
watershed problems. 

In fulfilling its responsibilities for watershed protection and improvement, TVA 
restricts it participation to those activities it is best suited to perform and which 
at the time are beyond the capabilties or resources of other agencies or indi- 
viduals. It takes part in only those activities essential to assure that watershed 
protection andimprovement will proceed at a reasonable rate on an integrated 
basis, that the work meets adequate technical standards, and that regional co- 
ordination is provided to avoid duplication or gaps. In so doing, TVA seeks 
maximum State and local participation and financing. Heavy emphasis is placed 
on local demonstrations of methods of achieving watershed development that are 
within the scope of local abilities. 

Watershed protection and the development of natural resources depend upon 
sound land use. Land-management practices which produce the best results for 
watershed protection and improvement also bring the best economic return to 
individual landowners over the long term. This provides a basis for encouraging 
landowners to use their resources wisely. Where they can be shown that sound 
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management of land and water produces improved direct eeonomie returns. to 
them, they are more likely to participate in conservation activities. Through 
such educational projects, TVA enlists wide landowner participation in programs 
of watershed protection and improvement. 

A characteristic feature of ‘TV A’s watershed protection and improvement activ- 
ities, as noted in the foregoing, is the extensive cooperation with other agencies, 
both public and private, that they involve. A second characteristic is their 
changing nature, either as to content or sponsorship. When TVA was established, 
State and local conservation and resource development agencies were few and 
weak. TVA has stimulated the growth of these agencies and has constantly en- 
couraged them to assume increasing responsibilities for leadership in watershed 
protection and improvement. 

The TVA watershed protection and improvement program is made up of two 
major parts—tributary watershed projects and forestry projects—which are 
covered in detail in the following sections. Tributary watershed projects are 
aimed at encouraging State and local agencies to take the lead in applying sound 
conservation and development practices to the resource problems of small water- 
sheds. It is the objective of forestry projects to encourage landowners, the forest 
industry, and State conservation agencies to undertake programs of wise, profit- 
able forest management which result in improved watershed protection. 





TRIBUTARY WATERSHED PROJECTS ($457,000) 


The tributary watershed activities of TVA are designed to help direct the efforts 
of State and local agencies in a local area approach to the solution of physical prob- 
lems on land and water use and other closely related. problems with minimum 
Federal expenditures. Effective conservation, control, and use of water resources 
sall for soil and water programs along small tributaries as well as for works on 
major streams. Special area programs represent a method of increasing the 
effectiveness of basinwide programs such as forestry, agriculture, water control, 
and electric power by achieving local area improvement under State leadership 
and responsibility. 

A number of small watersheds in the valley have been identified by TVA as 
having water and related problems which may retard local economic development, 
Studies in these watersheds have indicated that a great deal can be accomplished 
at relatively little cost if the States will take the lead in applying their efforts and 
those of local agencies in development programs. Through this. process the 
related water and economic problems ef other small watersheds with similar 
problems can be identified and alleviated with a minimum of Federal participation. 
TVA’s efforts in this field have been largely to study and demonstrate the results 
of a comprehensive approach to small watershed development in a few seleeted 
areas and to encourage initiative by the States in undertaking the necessary pro- 
gram leadership and coordination. 

The 1958 estimate for tributary watershed development is $457,000, compared 
to the 1957 budget of $416,000. During 1958 research projects now in progress 
will be intensified. The extent to which TVA will obligate funds for specific 
development projects will depend largely on the extent of State activity. 

Basic investigations, $164,000 

Development of an effective program for conservation and use of land and water 
resources in tributary watersheds of the Tennessee Valley requires detailed infor- 
mation applicable to that area and type of watershed. TVA’s watershed research 
program obtains basic information on soil and water behavior under conditions 
peculiar to the valley. This research is essential to the developmental parts of 
TVA’s watershed program since data obtained in other areas is not directly appli- 
cable to Tennessee Valley watersheds. The findings of studies of the effects of 
land cover upon streamflow and water supply will be useful also to the Tennessee 
Valley States in the planning and conduct of water studies. 

Waynesville single-practice project.—Since 1948 TVA and North Carolina State 
College have studied the effects of cover changes on the water resource of six 
small watersheds near Waynesville, N. C. TVA furnishes the instruments for 
measuring precipitation, streamflow, runoff, and similar hydrologic factors and the 
personnel to evaluate and interpret the findings. The institution supervises the 
agronomic aspects of the project, which primarily consist of making changes in 
the type of land cover in order that the effect of various covers on hydrology can 
be measured. On the basis of these measurements it will be possible to predict 
the amount of runoff and erosion under a variety of soil, plant, and climatic 
conditions. 
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Parker Branch pilot watershed —This watershed of about 1,000 acres in 47 
privately owned farms is located in western North Carolina. The project, which 
is carried out in cooperation with North Carolina State College, is the only project 
in the United States where the effects on a stream and its watershed of the develop- 
ment of best land use, economically speaking, are being measured with research 
accuracy. Changes in land use that result are related to the changes in the 
character of the stream. Plans for highest economic development of the indi- 
vidual farms have been prepared. Changes in income and living standards of the 
farmers as they adopt the better farming methods are being studied. Fertilizers 
supplied by TVA and other incentives are used to obtain the cooperation of the 
farmers of the area in putting these plans into effect. 

Fiscal year 1958 will be the first year of the evaluation phase of the project, 
which will continue through 1962. The cooperative arrangements with North 
Carolina provide for joint participation similar to that described under the 
Waynesville project. 

Two other small watersheds are being used in a study of the effects on sedimen- 
tation, streams, groundwater, and other hydrologic factors of a forest land- 
management system. 

Chestuee watershed, $96,000 

A coordinated demonstration program for the development of Chestuee water- 
shed, an area of 134 square miles in east Tennessee, was started in 1951. The 
entire program is carried out in close cooperation with the University of Ten- 
nessee. Important contributions are also being made by many other groups, 
such as the Tennessee Departments of Health, Edueation, and Conservation, 
county and town governments, and rural communities. The local farmers put 
money and labor into the project in adjusting their farming systems. The State 
and local agencies cooperating in the Chestuee project contributed an estimated 
$40,000 to it in 1956. In addition, landowners, industries, and quasi-public 
organizations put an estimated $68,000 in materials and services into the project. 

During 1958, hydrologic measurements and analyses will be continued at about 
1957 levels. Agricultural development in the watershed will be continued under 
the supervision of two special agents of the University of Tennessee who assist 
regular county extension forces in their work with farm families and local organi- 
zations. Forty-five test-demonstration farmers will demonstrate improved fer- 
tilization and other recommended farm practices. Assistance in forest develop- 
ment in the watershed in 1958 will include the distribution of 100,000 seedlings 
and the conduct of meetings, conferences, and demonstrations to promote better 
forest protection, management, and utilization. On the basis of a special study 
of local flood problems scheduled for completion in 1957, attention will be given 
to cropping systems and farm-management operations adjusted to reduce flood 
damage, 

A cooperative study on human nutrition in the Chestuee watershed will con- 
tinue in 1958 under the direction of personnel from the staff of Vanderbilt Uni- 
versity. Support of the cooperative public-health program sponsored by TVA 
and the Tennessee Department of Public Health will be continued. 

Basie changes are beginning to become apparent in the watershed and adjacent 
area. In 1944, prior to the beginning of an active development project in the 
Chestuee Creek watershed, a land-use survey showed that there were 5,261 acres 
in improved permanent pastures. A survey made in 1954 showed an inerease to 
8,017, or over 52 percent. Countywide forest-fire protection is now available in 
2 of the 3 counties involved. During 1956, forest-fire damage was restricted to 
3 fires affecting 12 acres. A total of 161,000 trees was planted in 1956, bringing 
the total to date to 2,494,000. Substantial changes in land cover have occurred, 
particularly on the lands where water runoff had been heavy. Sediment dis- 
charged into streams has been reduced by almost half. Farmers and others in 
the area have begun to clear Chestuee Creek of debris to help reduce high-water 
stages. Community organization has been strengthened. A multicounty health 
unit has been organized. Leading farmers are being encouraged to promote the 
spread of sound agricultural practices by assisting their neighbors to establish 
some new farm enterprises, such as growing alfalfa or starting a permanent 
pasture. 


Beech River watershed, $86,000 

The Beech River watershed covers 302 square miles in west Tennessee. Agri- 
culture is the major industry in the Beech River area, but large areas of land are 
unused and unproductive. The upland soils are washing away, and the bottom 
lands are subject to flooding and silting. The area has had a population loss, per 
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capita income is very low, and industrial development has lagged. State and 
Federal expenditures in the area are disproportionately high compared to public 
revenues collected. Major channel improvement of water-retention structures is 
not feasible until long-range measures are taken to hold the soil in place and to 
strengthen the productive capacity of the land and the economy of the watershed. 

TVA made a survey of the Beech River area which defined many of the problems 
and suggested possible improvements, most of which are within the capabilities 
of State and local agencies under their existing powers. These possible improve- 
ments were discussed with local groups and with representatives of the Governor. 
The people of the two counties in the watershed have expressed great interest in 
a development program for the area and have organized a local watershed com- 
mittee which is planning specific measures to be undertaken. The State of 
Tennessee has taken leadership in the development of the Beech River watershed 
as a demonstration, and the Governor has designated a representative to coordi- 
nate the work of the various participating groups, including TVA. Contributions 
to the program by State and local agencies amount to an estimated $40,000 i: 
1956. Landowners, industries, and quasi-public organizations contributed mate- 
rials and services valued at an estimated $174,000. The Beech River project 
will provide the experience needed to develop plans for action programs by thi 
State and local groups in other areas. During 1958 major emphasis will be 
given to encouraging and assisting the State to extend to other watershed areas 
the methods and experience being developed in Beech River. 

During 1957, 60 test-demonstration farms in Beech River will receive limited 
amounts of fertilizer at reduced prices. TVA and the State of Tennessee will 
furnish landowners 2.5 million seedlings for reforestation. Through meetings, 
demonstrations, and conferences interest will be developed in forest-fire preven- 
tion, soil-erosion control, forest management, and hetter utilization of watershed 
forests. Technical assistance to develop local opportunities, as in industry and 
recreational facilities, also will be provided. The local committee has been 
organized into subcommittees to work on specific problems and opportunities; 
TVA, along with other agencies, will provide assistance to these groups through 
the State for carrying out plans and action programs that the committees are 
currently preparing. The State and local participants in the program have 
agreed to hold in abeyance plans for costly water-control structures until their 
need is clearly demonstrated; alternate possibilities have been examined; th: 
feasibility of such works has been assured, and opportunities for other water 
conservation and use facilities have been explored and integrated into thi 
engineering plans. 


Other watersheds, $111,000 


Preliminary reconniissance surveys in selected Tennessee Valley watersheds 
are being used to discuss the opportunities of State leadership in programs of 
watershed development in Virginia, Mississippi, and other valley States as well 
as Tennessee. The extension of TVA assistance to these watershed programs 
will be conditioned upon the willingness of the States to assume responsibility for 
their planning and development. As is the case in Tennessee, the other valley 
States are being invited to explore with TVA the extent that problems of small 
watersheds may be met within the resources of State and local development 
agencies. The possibilities of flood-control structures in these demonstration 
watersheds will be jointly considered, along with other avenues of local improve- 
ment. Engineering structures will be included in development plans to the ex- 
tent that such structures are found to be the most feasible solution to local water- 
related problems and after other solutions have been found to be not suitable. 
The nature of TVA assistance in engineering improvements as part of these co- 
operative watershed projects may then be considered, if such improvements con- 
tribute to the demonstration of an approach to local water problems that can be 
applied by the States to other watersheds. 


FORESTRY PROJECTS ($604,000) 


There are about 14 million acres of forest land in the Tennessee Valley—54 per- 
cent of the watershed. These forests—S82 percent in private ownership—comprise 
one of the valley’s major resources. With proper management they help tlo 
protect and enhance a Federal investment in a series of dam and reservoir projects 
built and operated for the benefits of navigation, flood control, and power. Ten- 
nessee Valley forest-product values run to $400 million a year. The forest-prod- 
ucts industry employs 53,000 people full time, with an annual payroll of close to 
$130 million. 
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TVA’s interest in the woodlands of the valley centers around the twin needs 
of protecting the Tennessee watershed and of rebuilding the forest-resource base 
of the region. The actual job of watershed protection and resource development, 
insofar as valley forests are concerned, rests primarily with the 245,000 private 
owners who control the greater part of the forest lands, and with the more than 
6,000 valley industries which process and utilize forest products. These two groups 
—owners and users—determine forest land-management practices, which, in turn, 
determine the quality of watershed protection, the further depletion or rebuilding 
of the forests, and economic return from the resource. TVA works with both 
owners and users in cooperation with other interested Federal, State, and local 
agencies. The number of private consulting foresters is increasing in the region, 
and they are rendering important services to owners and industry in improving 
forest-management practices. 

Actual expenditures for forest-resource development in 1956 were $485,312. 
The 1957 estimate is $518,000; the estimate for 1958 is $604,000. Income from 
seedling production for valleywide reforestation and tributary watershed develop- 
ment is estimated at $63,000 in 1958. 


Analysis of valley forests, $106,000 


“he extent and condition of the forest resource on the watershed of the Tennes- 
see River have a significant effect upon streamflow, erosion and siltation, and 
economic development. The objective of analyses of valley forest is to determine 
by counties or other logical units the nature, volume, and growth of the forest 
resource, how it is utilized, and how well it is managed. These studies also provide 
basic data for determining the kind of management required for optimum water- 
shed protection. They furnish information whereby forestry problems are identi- 
fied, forestry opportunities are made known, and forestry programs in the valley 
are appraised. 

During fiscal year 1958 TVA will continue an inventory of the forest resources 
of the 125 valley counties by surveying 13 counties. Through 1956, fieldwork 
on 36 counties had been completed. Twelve more county surveys will be finished 
during 1957. It is expected that the entire valley will be inventoried by the 
end of fiscal year 1961. The local data obtained are published and are of great 
value to State conservation agencies and to the wood-using industry in planning 
for forest improvement, forest protection, plant location, and the like. Surveys 
of wood use by primary forest products industries will be made in 13 valley 
counties and the data will be analyzed and published. Through 1956 similar 
surveys were completed for 13 counties. 

The extent and condition of forest cover have a significant effect upon the 
behavior of water after it falls on the land. More precise information than is 
now available is needed on soil moisture as it is affected by forests in order to help 
in showing the relationship of certain forest management practices to watershed 
protection and water yield. During 1958, a survey will be initiated to aid in 
classifying forest land by the rate at which it can be infiltrated and its capacity 
for holding moisture. Where the contribution of the present forest cover to 
watershed protection has been determined, a basis will exist for deciding the 
size of the forest improvement job ahead and the techniques which will be most 
effective in accomplishing it. Some of the techniques to be used in the survey 
were developed in cooperation with the United States Forest Service. 


Assistance in forest improvement, $136,000 


The long-term objective of assistance in forest improvement is to determine 
for each forest type and condition the methods by which maximum forest pro- 
ductivity and watershed protection may be obtained. Under present manage- 
ment methods the valley forests are yielding about one-third of their economic 
potential and are giving the watershed less protection than is required. 

The specific goals of forest improvement can be stated in terms of these forest 
management goals: 

1. Conversion of low-value hardwood stands to better quality hardwoods and 
pine. 

2. Regeneration of pine stands where natural reproduction is inhibited by 
encroaching low-value hardwoods. 

3. Determination of optimum levels of stocking. 

4. Development of methods of thinning and pruning pine stands and deter- 
mination of costs and returns from different qualities of management. 

5. Reduction of forest acreage now destructively or poorly handled. 

TVA conducts investigations aimed at increasing and improving forest produc- 
tion. Through cooperative demonstrations, practical methods of scientific forest 
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management are illustrated. State conservation departments participate in pre- 
paring for and conducting demonstrations of forest management. 

During 1958, tests of methods of converting low-quality hardwood tracts to 
stands of better quality trees will be started. These tests are required to deter- 
mine how best to improve forest land by destroying or removing undesirable trees 
so that they can be replaced by better species. There are 3 million acres of valley 
forest land in need of such improvement. Inasmuch as the trees to be killed or 
removed are of low quality, the problem is one of getting rid of them with some 
income or, at the least, with minimum expense. 

Related activities planned for 1958 are the studies of the stocking of hardwoods, 
and two studies of the reforesting of tracts of pine and cedar where natural repro- 
duction is inhibited by encroaching low-value species which tend to take over as 
mature high-quality trees are cut. Other studies will be made of thinning pines 
for pulpwood. The object of this work is to help landowners and conservation 
agencies to maintain high-value forests, not just trees. 

What is learned from tests and survevs is of value to the recion’s forests only 
when applied by landowners and conservation agencies. This calls for an educa- 
tional program based on the findings of test and case studies. During 1958 TVA 
and cooperating State conservation agencies plan to hold 110 meetings to explain 
methods of forest improvement using the results of a recent analysis of 500 forest 
management ease demonstrations. Several test demonstrations of good woods 
management on small tracts will be established. 

Work with owners of large forest tracts will continue. Major emphasis will 
be on bringing more of the small privately owned forest land under the sound 
management of informed landowners, industry foresters, and consulting foresters. 
Work will be continued to encourage the forest products industry, which has a 
growing appreciation of good forest management practices, to increase its owner- 
ship of forest lands to provide a base for its own operations and to give more 
assistance to owners of small forest tracts, 

While considerable progress has been made on forest improvement, attainment 
of objective is still far distant. As of 1950, only 12 percent of the privately 
owned forest lands was under satisfactory management for forest production and 
watershed protection. If the forests of the vailey in private ownerships should 
deteriorate rather than improve to a point where they promote good watershed 
protection, it is inevitable that conservation groups will make another demand for 
extensive and expensive public acquisition of forest lands. 


Assistance in forest protection, $45,000 


Adequate forest protection is essential to good watershed protection. TVA’s 
role in forest protection involves participation in cooperative research and demon- 
stration projects aimed at reducing the risks of timber production, thereby im- 
proving both a basic resource and watershed protection. TVA helps to get basic 
facts, helps to establish adequate standards and to evaluate current changes, and 
encourages State and local agencies, woodland owners, and timber operators to 
eliminate or reduce major threats to productive forests. Application of specific 
preventive and corrective measures is the responsibility of the States, counties, 
and the public. 

In 1958, efforts will be made to get at least 4 of the 13 valley counties having 
no organized forest fire protection to join the State protection organization. By 
the end of fiscal year 1957, a total of 112 counties will be so protected. The States 
will be helped to improve the quality of fire protection in several areas of highest 
fire incidence, in reducing grazing damage, and in detecting and appraising insect 
and disease damage. Assistance will be given in demonstrating the value of 
logging methods that protect watershed values. 

In 1933, only half of the woodland in the valley had any kind of fire protection, 
and it inadequate. Forest ownership and development under such conditions was 
not a good business risk. Through cooperative surveys and demonstrations TVA 
has helped State and local agencies extend organized protection. The average 
annual burn has been greatly decreased but the number of fires has not, pointing 
to the need for special fire prevention work by State divisions of forestry and 
others in areas of highest incidence. 

Twenty years ago cattle grazed freely in the most heavily forested counties of 
the valley, doing incalculable damage to the woods. The educational work of 
TVA and other agencies brought about a steady decrease in the open range area 
of the valley. Practically no areas of open range now remain in the valley, but 
about 12 percent of the forest land is being damaged by grazing. 

Logging in the hills and mountains of the Tennessee Valley is too often followed 
by erosion and consequent damage to the watershed because of poor design and 
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location of roads and poor drainage and skidding methods. In cooperation with 
other agencies, TVA has conducted demonstrations of logging methods that are 
not destructive of watershed values. 

Reforestation, $190,000 

By the act of Congress creating it, TVA was directed to develop the best methods 
for reforestation and to aid in the control of erosion in the Tennessee Valley. One 
of its first major forestry activities was the establishment of nurseries to produce 
seedlings for planting on its reservoir lands, on other public lands, and on private 
lands. Corollary to this, TVA made surveys to determine the planting needs in 
the valley for watershed protection and began to establish a cooperative pattern 
among States and local agencies and landowners for getting the planting job done. 

Reforestation is a cooperative enterprise in the valley. TVA makes surveys 
to determine the broad needs for planting, provides leadership and program co- 
ordination, evaluates results, and produces part of the seedlings needed, being 
partially reimbursed for their cost. State and county conservation agencies, 
civic bodies, banks, and forest products industries cooperate in promotional work 
and in seedling distribution. Partial payment for seedlings and planting and 
protecting them is the landowner’s job. 

Limited work will be done on erosion control demonstrations, on tree improve- 
ment tests with species used in valley reforestation, and on the completion of 
forest tree crop tests. 

Since the reforestation program in the valley began, over 40,000 landowners 
have planted 328 million trees on 257,000 acres, mostly in small ownerships. In 
1956, a total of 3,793 landowners planted an average of 4,000 trees each. A 
long-term objective is to secure the reforestation of 1,600,000 acres of potential! 
forest land in the valley. This includes 450,000 acres of actively eroding land, 
600,000 acres more suitable to forest production than to its present uses, and 
650,000 acres of cutover or burned over forest !and which will not reseed naturally 
to desirable species. Every effort is being directed toward having the eroding 
lands plented in the next 10 to 12 years. The total job requires the full coopera- 
tion of State and Federal agencies. 

This reforestation work has stabilized 250,000 acres of the most seriously eroded 
and idle land in the vailey and has changed it from a liability to an asset, both in 
terms of watershed protection values and in terms of dollars. Fifteen-year-old 
plantations are already producing an economie return and in 30 years will be worth 
several million dollars as sawtimber. 

TVA seedlings will be produced at two nurseries in 1958, one at Clinton, Tenn., 
the other at Muscle Shoals, Ala. These nurseries will complete production of 
37.8 million seedlings, of which 18 million will be used in valleywide reforestation, 
2 million on tributary watershed projects, and 17.8 million will be transferred at 
cost to other agencies. This represents a sharp increase over 1957, which is 
attributable in the main to the production of 15 million seedlings on a reimbursable 
basis for the United States Forest Service for its use in the soil bank program. 
Beginning in 1958, seedlings produced by TVA for use in the valiey will be allotted 
to the States, which in turn will sell them to the landowners and will reimburse 
TVA by the amount they collect. This will produce income of $63,000 in 1958. 
This is another step in the direction of enlisting increased participation of land- 
owners and State agencies in the job of reforestation. 

Assistance in timber processing and utilization, $127,000 

In the final analysis, forest-land owners and forest products industries—the 
grower and the user—determine forest-land management practices. Since the 
quality of watershed protection is directly dependent on the quality of forest 
management, these two groups likewise determine the level of watershed protec- 
tion afforded by valley forests. _Work with the forest-land Owners has been 
described in the section ‘Assistance in forest improvement.’’ Work with the 
forest products industries is described in this section. It relates in the main to 
investigations, demonstrations, and conferences involving the operators of smail 
mills, some 4,000 of them. Together these independent operators produce 900 
million board-feet of lumber a year, 90 percent of the valley total. The kind of 
trees they cut, the logging methods used, the rate at which they cut, and how they 
process the timber cut have a profound effect on the economics and the water- 
control characteristics of the forests. To protect the watershed and to promote 
the highest economic return from woodlands demand improved harvesting and 
primary processing methods. Full utilization of all species by a forest industry 
adjusted to raw material supply and potential will encourage a wiser management 
of the forest resource. Since less than 30 percent of the standing tree is used for 
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products, the need for information on how to improve utilization is obvious and 
urgent. In helping to improve timber processing and utilization, TVA works 
closely with the forest products industry and with State agencies. They partici- 
pate in factfinding, in tests, and in demonstrations. 

During 1958, ways of using low-grade hardwoods economically will be studied. 
This will aid in the conversion of such hardwood stands to pine. Possible 
methods of full utilization of sawlogs, pulpwood, and other products by individual 
operators will be investigated. Most current logging operations provide for 
utilization of only one product by an operator. A study of the logging situation 
in the Tennessee Valley to determine svstems of logging, kinds of equipment, 
crew organization, timber-cutting practices, and general efficiency will be com- 
pleted. This will help to show where improvement is needed and how more 
effective utilization of timber can be made. 

Studies of primary processing and conditioning primary products by air season- 
ing, kiln drying, and chemical preservation will continue. About 70 percent of the 
standing tree is not now going into useful products. Special emphasis will be 
placed on the better utilization of this wood residue. 

Sawmill conferences will be held with various segments of the timber industry 
to provide information and demonstrate practices, with emphasis on improved 
waste utilization. To promote better timber harvesting and milling practices, 
12 demonstration sawmills will be selected and used. 

As in the past, forest-resource data and technical assistance will be provided 
upon request to the forest industry, State agencies, and local groups. 


REIMBURSABLE SERVICES 


























Mr. 
record. 
(The matter referred to follows:) 


Rapaut. Reimbursable services. 


Insert page 118 in the 


REIMBURSABLE SERVICES 





The 1958 estimate for reimbursable services is $1,745,000. These services are 
furnished at the request and expense of other agencies and in the case of Federal 
agencies are based on findings that the use of TVA’s facilities and technical staffs 
results in overall savings to the Government. Services for other Federal agencies 
are performed under authority of section 601 of the Economy Act of 1932. 

Included in 1958 are estimates for mapping services of $890,000 for the 
Department of the Army and $60,000 for the United States Geological Survey. 
The balance of $795,000 includes loans of personnel and miscellaneous services 
for contractors and other agencies. 

In addition to the estimate of $1,745,000, TVA performs services for the 
Department of Defense in connection with a classified facility. Costs for this 
defense activity in 1958 are estimated at $6,255,000 and are to be financed from 
working-fund advances. In accord with prescribed procedures for allocated 
working funds, this amount has not been included in the total TVA budget. 


ADMINISTRATIVE AND GENERAL EXPENSES 





Mr. Ranaut. Administrative and general expenses. Insert pages 
119 through 130 in the record. 
(The matter referred to follows:) 





473 


TENNESSEE VALLEY AUTHORITY 


ScHEDULE B-5.—Administratwe and general expenses (for fiscal years ending 
June 30, 1956, 1957, and 1958) 


] 
1956 actual 1957 estimate | 1958 estimate 


Board of directors $91, 754 $109, 000 
Office of the general manager 101, 023 103, 000 | 3, 000 
Budget staff _- 93, 871 99, 000 99, 000 
Government relations and economics staff a : 76, 606 104, 000 | 23, 000 
Washington office 42, 020 49, 000 | 9, 000 
Information office (including technical library service) - 179, 335 240, 000 240, 000 
Division of personne] - _- 787, 395 827, 000 27, 000 
Division of finance 273, 504 1, 325, 000 , 325, 000 
Division of law - -- 312, 242 334, 000 | , 000 
Division of property and supply 556, 156 510, 000 510, 000 
Operation of medical and safety service units 26, 966 | 485, 000 85, 000 
Other administrative and general expenses 51, 807 63, 000 | 51, 000 


Total administrative and general expenses. 3, 73% 4, 248, 000 | , 265, 000 


Distribution of administrative and general expenses 


1956, actual 1957, estimate | 1958, estimate 


. 


Corpo- 
rate 


A ppro- Corpo- Appro- Corpo- | Appro- 
priated rate priated rate | priated 


} 
| 


Navigation, flood control and power 
program: 
Assets. .....-. ‘ 7 .| $1, 173, 691 $546, 297 | $568,000 |$1, 217, | $294, 000 |$1, 462, 000 
Expenses: 
Navigation operations , 072 tede 19, 000 | 20,000 
Flood control operations -- - - 11,514 12, 000 } 13,000 |. : 
Power operations. -_- .-, 1,344, 834 es 1,475, 000 |__.....---| 1,500,000 
Multipurpose reservoir opera- | 
hhh as eee es cian SL 150, O17 | 100, O11 166, 000 110, 000 168, 000 112, 000 
Topographic mapping. ‘ a1 i } 20,000 }__. g 


Total expenses .__- 603 | 1,444,845 | 197,000 | 1, 585, 221,000 | 1, 612, 000 


Fertilizer, agricultural, and munitions | 
program 
Assets ‘ 5 15, 92% 6, 850 i= 22, 000 |- 
Expenses: 
Fertilizer and munitions de- 
velopment i : ‘ 
Fertilizer, agricultural, and | 
munitions development. 5 ; } 112,000} 325,000 
Resource development program: Ex- | 
pense of resource development ih 7, 227 90, 000 
Watershed protection and improve- 
ment program: Expense of water- | 
shed protection and improvement-_-- betel " os 68, 000 | 
General service activities: 
Assets 11, 000 13, 000 
Expense of reimbursable services | 
Working funds , a 125, 659 110, 000 | -| 110,000 
Other m 26, 393 27, 000 | 26, 000 


Total distribution by funds 1,491,742 | 2,500, 997 985, 000 | 3, 263, 000 730, 000 | 3, 535, 000 
Total distribution _-_ 3, 992, 739 4, 428, 000 4, 265, 000 


ADMINISTRATIVE AND GENERAL EXPENSES (SCHEDULE B-—5) 


This section of the budget presentation supplies additional information con- 
cerning certain indirect costs which are shown in the preceding financial sched- 
ules as part of the total expense of each major program. Because these costs 
are incurred in the interest of all TVA activities, they are not susceptible to 
accounting as direct charges to any one program. Therefore they are recorded 
and reported in a separate budget category and prorated to the various projects 
and programs on a “direction of effort’’ or other calculated basis. Schedule B—5 
identifies the origin of these costs by organizational units and recapitulates the 
distribution of them to program work. Included are the expenses of the Board 
of Directors and of the General Manager and his specialized staffs. Also included 
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are the costs of personnel, fiscal, legal, and other administrative services which 
are common to and performed for the benefit of all TVA functions and activities. 

In relationship to the TVA program as a whole, administrative and general 
expenses are of two types. Some, for ali practical purposes, are of a fixed nature 
since they do not increase or decrease with fluctuations in overall TVA activity. 
These are the expenses of the principal management offices and of the basic staff 
work which is fundamental to TVA policies and procedures in personnel admin- 
istration, fiscal management, and other general managerial fields. Certain other 
expenses, however, are determined to some degree by the level of total program 
activity, although they do not change in direct proportion to total agency expend- 
itures nor do they vary closely with fluctuations in program content. These 
are primarily the costs of supplying administrative services to the TVA divisions 
performing program work. 

It was to the latter type of expenses that particular attention has been directed 
in developing the 1958 estimate for administrative and general expenses. In an 
effort to hold estimated requirements for executive direction and administrative 
services to a minimum, all participating divisions explored thoroughly the possi- 
bility of handling the required workload in 1958 without increased costs over the 
current year. Emphasis was placed on planning for maximum utilization of per- 
sonnel, streamlining of procedures, perfecting of organizational arrangements, 
and scrutiny of charges in all objects of expenditure. As a consequence, the 1958 
estimate for administrative and general expenses has been held to $4,265,000 com- 
pared to $4,248,000 in 1957. This represents significant progress in the control 
of overhead costs inasmuch as program requirements for administrative services 
are estimated to be at essentially the same level in 1958 as in the current year. 
As a practical matter, then, the management services divisions are expected to 
supply in 1958 an undiminished volume of supporting service to program work at 
about the going rate of expenditure. The estimates assume that savings due to 
turnover—replacements at lower within-grade rates, lag in refilling vacated posi- 
tions, ete.—will partially offset various cost increases in the coming year. In 
addition, it is assumed that through continued attention to devising improved 
work methods and procedures further economies can be achieved even though they 
cannot be specifically planned this far in advance of the operating year. While 
budgeting on this basis is recognized to be definitely restrictive, it is believed thai 
needed work can be performed without sacrificing management standards, im- 
pairing the quality of administrative services, or creating costly delays in the 
prosecution of program activities. 

Keeping in mind the limitations expressed above of measuring administrative 
and general expenses as a direct proportion of total agency expenditures, it is 
nevertheless important to note that in 1958 these costs constitute less than 1.4 
percent of TVA’s total budget. The comparable figures for 1957 are 1.6 percent 
and for 1956, 1.7 percent. 

Considering the detailed estimates shown in schedule B—5, the titles of the 
various organizations identify in general the nature and content of the work per- 
formed or services provided. Brief comments about each unit follow. 

Costs of executive direction of the overall TVA program are centered in esti- 
mates for the Board of Directors and the Office of the General Manager. These 
expenses consist of the salaries of TVA’s top management officials and of their 
secretarial and administrative assistants as well as the cost of their office space, 
travel, and related expenses. Pursuant to the Federal Executive Pay Act of 
1956, 1957, and 1958 estimates for the Board of Directors provide for the increased 
salaries of the TVA directors. 

Directly serving the General Manager and TVA organizations as a whole in 
specialized capacities are the Budget Staff, the Government Relations and 
Economics Staff, and the Washington Office. All are small units. The Budget 
Staff is the principal aide to management in overall program planning and exe- 
cution. Here the consolidated budget program is developed and reviewed 
periodically; expenditure of funds is administratively controlled: and program 
accomplishments are evaluated in relation to projected work plans and cost 
estimates. The Washington Office is the point of contact between TVA and the 
Executive Office of the President, the Congress, and Federal agencies with head- 
quarters in the Nation's Capital. 

The Government relations and economies staff is the central group in the 
TVA organization qualified to perform economic research. It is the only group 
thoroughly informed about detailed structure of State and local governments, 
Management looks to this staff for (1) analysis and interpretation of trends in the 
regional economy which are significant to TVA’s program work; and (2) advice 
on complex intergovernmental relations which impinge upon TVA’s established 
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or proposed cooperative working relationships with other agencies. During the 
past year limitation of funds has seriously restricted the effectiveness of this staff 
in both areas. In 1955 expenditures for the Government relations and eco- 
nomies staff were $137,145; in 1956 available funds were about half that amount, 
involving the loss of eight highly trained and experienced employees. Staff com- 
petence in the field of economies suffered most; practically no time could be 
devoted to maintenance and interpretation of regional statistical data or to analy- 
sis of implications for TVA activities of changing economie currents in the area. 
Both are essential if TVA management is to have up-to-date facts about conditions 
of population and employment and of industrial, agricultural, and governmental 
activity in the region. Such facts are the only businesslike base for long-range 
planning and evaluation of the integrated regional development program for which 
TVA is responsible and in which it endeavors to work more and more closely 
with other ageneies. The $104,000 estimate for 1957 will permit a somewhat 
more satisfactory caliber of staff work in the current year. The 1958 amount of 
$123,000, while still below the 1955 level, provides for addition of one professional! 
economist to strengthen staff work in this field. Also provided is a limited amount 
for consultant services to help identify regional development problems and advise 
on TVA’s role in their solution. 

The largest single function of the Information Office is provision of technical 
library serviees to professional and administrative employees throughout the 
TVA organization. A central library is maintained in Knoxville containing a 
basie collection of books, periodicals, and Government publications. A center in 
Chattanooga, staffed by a trained librarian and a clerk, serves the special needs 
of operating divisions in that locality. Of particular importance are the library’s 
reference services which enable employees to secure quickly the technical infor- 
mation they need in their work from a wide variety of source materials. 

Supplying information about TVA activities in answer to requests from the 
public, the press, Members of the Congress, and others is another major function 
of the Information Office. It also prepares TVA’s annual report to the Congress 
as required by law and arranges schedules for visitors who come to the area to 
study TVA. 

Supplying manpower for program activities is the work of the Division of 
Personne!l—assuring that the required number of workers is on the job at the 
scheduled time and place and with the proper skills. At present TVA has 
about 15,000 employees. About 6,700 of them are concentrated at 3 locations— 
Knoxville and Chattanooga, Tenn., and Wilson Dam, Ala. Some 5,400 are sta- 
tioned at 7 major steam-plant sites. The remaining 2,900 are located at widely 
dispersed points throughout the power service area of over 80,000 square miles 
in groups varying from 10 or so to several hundred. By types of employment 
there are about 6,000 white-collar employees; 5,000 annually rated craftsmen, 
operating and maintenance employees: and 4,000 hourly craftsmen and laborers. 
Some of the first group are needed in all TVA’s program activities described in 
the preceding sections of this book. As that program diversity suggests, these 
employees must be engineers of many specialties, research and technical personnel, 
supervisory personnel, agriculturists, foresters, accountants, service personnel, 
draftsmen, attorneys, doctors, and soon. The second group, called annual trades 
and labor employees, work mostly in the chemical plant and in the electric generat- 
ing stations. In the third group are the workers who are building the new navi- 
gation lock at Wilson Dam, constructing the power-generating facilities, and 
erecting powerlines and other transmission facilities. The following table shows, 
by types of work, the number of emplovees at the end of 1956 and the estimated 
number at the end of 1957 and 1958. 


| Number of employees 


} j } 
June 30, 1956 | June 30, 1957 | June 30, 1958 

| 
Annual white-coilar employees 5, 847 6, 299 | 6, 139 

Annual trades and labor employees (mostly for power opera- | 
tions and chemical operations) 5, 052 5, 462 5, 556 


Hourly employees (mostly for construction work) 3, 809 4,416 5, 245 


Total ‘ ‘ a 14, 708 16, 177 16, 940 


as p 


The Division of Personnel performs the wide range of work commonly recognized 
pl 
t 


1ases of public personnel administration. In addition, it provides leadership 
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in TVA’s employee-management cooperative program, carries primary responsi- 
bility for relations with organized labor groups, and helps operating supervisors 
solve labor-relations problems arising on the job. 

In 1958, estimated expenditures for all TVA activities from both appropriated 
and corporate funds will total $313,073,000; anticipated total receipts will be 
$288,710,000. Corresponding amounts for the current year are $266,505,864 
and $264,754,000, respectively. Custody and disbursement of these funds are the 
responsibility of the Division of Finance. TVA’s system of accounts and periodic 
financial reports record costs by organizations, by program activities, and by 
objects of expenditure. Thus, management can tell from month to month how 
much money was spent, who spent it, what it was spent for, and how it compares 
with budget estimates. 

Auditing and disbursing work accounts for about 45 percent of the total estimate 
for the Division of Finance. The audit process examines all financial transactions 
including revenues, payrolls, employee leave and travel, contracts, and agreements. 
Field auditors visit construction and operating sites throughout the valley to 
maintain a continuous review of accounting activities connected with work at these 
locations. The United States General Accounting Office makes extensive use of 
TVA’s field audit working papers. This reduces the amount of detailed work 
to be done by GAO auditors and thereby lowers the cost to TVA of the external 
audit. Voucher audit workload (other than payroll) is expected to involve 
examination of 130,000 vouchers in 1957 and 150,000 in 1958. Most complex of 
these are vouchers covering purchase of large repair parts and coal for operating 
steam plants. Vouchers for both transportation and purchases of coal must be 
audited with quality of delivered coal being checked for compliance with purchase 
contracts as to heat, moisture, and ash content. With coal deliveries expected 
to exceed 20 million tons in 1958, these vouchers will constitute a substantial part 
of the total number to be audited. The disbursing function is estimated to re- 
quire issuance of 900,000 checks in 1958 and 270,000 United States savings bonds 
to employees purchasing them through payroll deductions. 

The next largest segment (31 percent) of the estimate for the Division of 
Finance applies to plant-accounting work, a significant portion of which is par- 
ticularly heavy following a period of extensive construction activities. The 
remainder is of a continuing nature which increases with the total value of plant 
in service and the age of the facilities. When construction work is completed 
final cost reports must be prepared and costs converted to unit records in accord- 
ance with accounting requirements of the Federal Power Commission. Plant 
records must be maintained as long as property is in existence. The older facili- 
ties become the greater in frequency and scope of plant replacements. These 
involve accounting necessary for the replacement work itself and add to the 
difficulty of maintaining continuing unit records and in making necessary service 
life and depreciation reserve studies. Value of total TVA plant in service now is 
in the order of $2 billion. 

The remainder of the estimate for the Division of Finance provides for develop- 
ment of accounting procedures, maintenance of the basic framework of the 
accounting system, and preparation of official financial statements and related 
reports. Also included is the accounting, vouchering, billing, and payroll work 
performed for certain management, service, and program organizations which can 
be most economically performed on a centralized basis. 

The Division of Law is responsible for guidance to all TVA organizations on 
legal matters. In this capacity it advises the Board of Directors, the General 
Manager, and the heads of divisions on legal questions involved in the performance 
of their functions. Since TVA conducts operations of such wide variety and in 
seven different states, legal advice applies to a commensurately broad range of 
problems. Preparation or approval of contracts to which TVA is a party involves 
sale and interchange of electric power, disposition of chemical products, purchase 
of supplies and materials, construction activities, and cooperative arrangements 
with Federal, State, and local agencies. The Division of Law defends all suits 
brought against TVA and files such suits on TV A’s behalf as may be necessary to 
protect its interests. Such litigation includes actions for breach of contract, 
personal injury and property damage suits, condemnation proceedings, and title 
and trespass matters. TVA makes patent searches and files patent claims; 
chemical research activities entail a considerable volume of this work. Keeping 
the agency advised of the impact of legislation adopted or proposed is another 
function of the legal staff. This involves keeping in touch with the legislative 
activities of seven State legislatures and the Congress. In the current year an 
increase is expected in normal workload because of expansion in the scale of 
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power activities. In addition, work on legislation for bond financing of power 
construction will require continued legal attention. 

From the Division of Property and Supply, TVA operating divisions receive 
specialized help on physical conditions for office work, selecting and utilizing 
space, planning placement of furniture and equipment, and organizing flow of 
work to secure the most efficient arrangements for office operations. The office 
methods staff carries on a continuous office supply and equipment conservation 
program and evaluates new office products and machines for possible application 
to TVA’s operations. In this connection a detailed study is now being made on 
the practicality of electronic data-processing machines for TV A-wide use. Records 
management services provided by the Division of Property and Supply include 
the maintenance of the TVA standard files classification system, files audits, con- 
sultation on file installation and operations problems, and limited training of file 
operators. Hoover Commission recommendations stressed the importance of 
these functions and emphasized the value of a records contro! program fixing 
periods of retention and disposal. Last year, under such a schedule, TVA record 
storage centers destroyed more files materials than were received into storage 
(8,560 linear feet, compared to 6,884). This volume of records destroyed is the 
largest in 1 year since TVA’s records disposal program was begun in 1942. The 
Division of Property and Supply operates central mail rooms in TVA’s three 
principal office locations at Knoxville, Chattanooga, and Wilson Dam. It also 
supplies messenger services for distribution of interoffice mail. 

Protection of human life and prevention of employee injuries on the job are 
the primary objectives of TVA’s health and safety services. To the extent these 
can be achieved, many tangible benefits accrue to operating efficiency and econ- 
omy. Loss of productive worktime of trained workers can be minimized; replace- 
ment costs of equipment damaged by accidents can be avoided; and injury com- 
pensation costs can be reduced. Hazards to employee health and safety come 
from two principal sources: from conditions of work and from deficiencies in the 
worker’s health capacity. Many of TVA’s activities involve high-risk work 
environments where the probability of accidents and injuries is much greater than 
in office work. Essentially all construction work is of this character. So are 
operations in the chemical plant, the electric generating stations, and maintenance 
of powerlines and transmission facilities. Work in shops, garages, and labora- 
tories likewise exposes employees to occupational hazards. 

Industrial-hygiene studies identify conditions in these activities which are 
hazardous to employee health and evaluate the degree of risk involved. Major 
attention is now being directed to concentrations of noise and coal dust in oper- 
ating large steam plants. Surveillance of toxic conditions in chemical plant and 
other operations continues. Safety engineering work seeks to correct or control 
features of the job environment which are conducive to accidents. In addition, 
and even more important, are efforts to create an awareness of accident prevention 
on the part of employees; to teach them to use protective equipment properly and 
consistently; and to help them develop and practice safe work habits. Posters, 
bulletins, and other visual materials as well as inspection committees and group 
discussions are used to convince employees that safety pays. Medical services 
approach occupational health and safety problems from the standpoint of the 
employee’s physical ability to do selected types of work. Preemployment 
examinations discover whether applicants have physical conditions which would 
create undue hazards to themselves and others in the particular jobs for which 
they are being considered. Periodic physical examinations detect abnormal 
health conditions which may represent unfavorable reaction to potential health 
hazards associated with certain TVA operations. Emergency medical care 
affords prompt treatment of occupational injuries and plays an important role 
in reducing lost time from work. 

While precise measurement of the value of all these efforts is elusive, the 
National Safety Council recognizes superior industrial-safety performance by an 
award system. TVA has, for the second time, earned the council’s highest 
award for operations of the agency as a whole. Individual projects and programs 
have also merited awards. TVA’s vehicular accident frequency rate for calendar 
vear 1955 was the lowest in its historyv—0.63 accidents per 100,000 miles. This 
is a 14 percent improvement over the 1954 rate and 29 percent better .than 
experience for the 5-year period 1950-54. There were no vehicular accident 
fatalities in 1955 compared with three in 1954. 

The final entry in schedule B—5, other administrative and general expenses, 
covers the cost to TVA of the annual audit by the General Accounting Office 
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GOVERNMENT RELATIONS AND ECONOMICS STAFF 


Mr. Rasaur. The only increase for 1958 is for your Government 
relations and economics staff. Please give us some specific examples 
of the work this group does. 

Mr. Wacner. This group, Mr. Chairman, is a centralized group 
which provides service to the Office of the General Manager and to 
the Board, and to the principal staff people in the several divisions, 
useful to them in planning and evaluating the success of various 
programs. 

Let me say first of all that this item in our budget in 1955 was about 
$137,000. It was cut just about in half in 1956, and as a consequence 
of that, we lost about eight experienced economists. The proposal 
now is to build it up, not to the strength that it once had, but to 
$123,000. 

This will permit us to add one economist and get some additional 
consulting service in the coming fiscal year. 

An example of the types of studies and analyses made by this group 
is an analysis of the income trends in the region. If TVA is to know 
whether its various activities are succeeding, if we are to plan future 
programs, we need to know something about where the people in the 
region get their income and what the shifts in sources of income are. 
The studies have indicated to us, for example, that where agriculture 
was at one time the principal source of income to the region, it has 
now been replaced by employment in manufacturing; and, conse- 
quently, problems in that field are of greater importance to us, rela- 
tively, in planning our programs. 

Another study which this staff has made is one involving some of the 
fiscal problems of the ‘Tennessee Valley States. We work very dili- 
gently in trying to get the States to accept responsibility for as many 
of these resource-deve lopment activities as we can. The extent to 
which we can succeed depends upon the fiscal problems of those 
States. 

They cannot take over activities if they do not have the fiscal re- 
sources to do so. One problem in that field was the question whether 
States could assist in the development of tributary watersheds. We 
found that in one area, which was badly eroded and a low-income area, 
the State was spending about three times as much money each year 
as it collected from that area. This made it easy to demonstrate to 
the State that just as a matter of good business for themselves they 
ought to see if there was a way to build up the income of that region 
or to spend more effectively the funds that they were spending. 

This staff has also assisted and worked with State and local planning 
commissions in the development of the local flood-control program 
that we discussed. ‘ They have made analyses of the resource de- 
velopinent programs carried on by those States to see what the trend 
in their oxpenditur ss has been so that we know whe ther the valley 
States are increasing their expenditures for resource development pro- 
grams. We have found that the ‘vy are increasing and that, as a matter 
of fact, these States are putting a larger proportion of their financial 
resources into resource-development programs than are most other 
States. 

The shifts m popule ition which were discussed earler are impor iant 
in assessing the develo pment of a reg ion and studies in that field ¢ 
made by this group. 
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Those are a few examples. I could give you others if you would 
like to have them. 
INVENTORIES 


Mr. Raxsavt. I just want to put one more thing in the record. 
Under the caption of ‘Inventories,’ insert page 131. 
(The matter referred to follows:) 


INVENTORIES 


Inventories are estimated to increase during 1958 by $1,129,000, of which 
$564,000 is for supplies of coal at steam plants and $565,000 is for power materials 
and supplies required in the operation and maintenance of facilities in service in 


the power system. 

Mr. Rasaur. If there are any questions on reimbursable services, 
administrative and general expenses, or ineventories, we are open for 
them now. 

Sor, CONSERVATION 


Mr. Jensen. I wanted to ask a question on soil conservation. 
Could I do that? It will be short. 

Mr. Rapavt. All right. 

Mr. Jensen. Does the Soil Conservation Service operate in the 
TVA area, as they do in all other areas of the Nation? 

Mr. Waaner. The Soil Conservation Service operates in the TVA 
area; Ves, sir. 

Mr. JENSEN, They have districts as they do in other areas? 

Mr. WaGNner. Yes, sir. 

Mr. Jensen. Do the TVA officials in that line of work cooperate 
fully with the Soil Conservation Service officials and do the Soil 
Conservation Service officials cooperate fully with the TVA officials? 

Mr. Waener. Yes, sir. 

Dr. AttBAuGH. May I speak on that, since it is in the agricultural 
field? 

Mr. JENSEN. Yes. 

Mr. AttBauau. I believe that Tennessee now is practically 100 per- 
cent covered by soil conservation districts on a county basis. If not, 
they soon will be. Mr. Sasser, the State conservationist, and I, work 
very closely together. Our w ork, as you know, is ¢ arried out through 
the land-grant colleges so that the real cooperation at the county level 
is between the county agents and the soil conservation planners. 

On a tour in Virginia last month we visited farms in which the soil 
conservation service representative was there to show how the water- 
use phases have been put into effect in the planning on the farm; and 
the county agent showed how the test demonstration work was being 
carried out on the same farm, so that I think you would find the 
situation quite different from what you saw in 1947 or 1948 when you 
were down there, Mr. Jensen. 

Mr. Jensen. The reason I ask is that I am sure every one of you 
here today in this room will agree that the Soil Conservation Service 
has done a wonderful job with the amount of money that we have 
appropriated for that service. I am in constant touch with them, 
and I have seen their great work in my county, district, and State, 
and many other places around the United States. 
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I was just anxious to know, and J am glad to know, that they 
operate in the Tennessee V alley area as they do in other areas. 

I imagine that you will agree that they do great work. 

Mr. Autpaven. That is right. They are being a real help there. 

Mr. JENSEN. They cooperate fully with you. 

Mr. AuuBauaGH. That is right. 

Mr. JENSEN. You cooperate fully with them? 

Mr. AuuBaueu. As I said, that is very much up to the States, 
when you get down to the county level, ‘and you will find a differ- 
ence in the individual States, but in the large majority, it is very 
close cooperation. 

Mr. JENSEN. Thank you, sir. 

Mr. Rinery. Dr. Fenton? 


ADMINISTRATIVE AND GENERAL EXPENSES 
MEDICAL AND SAFETY SERVICES 


Mr. Fenton. In your administrative and general expenses, I notice 
you have an item for operations of medical and safety services. Being 
a medical man, I am a little interested in that kind of work. 

Mr. Waener. Not being a medical man, I am afraid you will have 
me at a disadvantage, Dr. Fenton. 

Mr. Fenton. I wondered how far you went in that line of work. 

Mr. Waener. The work includes, first of all, the supervision and 
development of safety programs in our construction and operations, 
to insure that we have a safe operation, and also to insure that we do 
not create hazardous conditions for our employees. 

For example, in our steam plants there are potentialities for health 
damage from noises and from dust. We make studies of those and 
similar situations to see that we are not damaging the health of our 
employees. We also very carefully watch the operation of our chem- 
ical plant, for like reasons. As I am sure you will realize, most of our 
activities are high-risk activities. Work with electricity has to be 
handled very carefully and the same is true, of course, of our chemical 
plant operations. 

This program also extends to encouraging the safe operation of 
automobiles and other TVA vehicles. We have an extensive safety 
program going there, and in 1956 our vehicular accident rate was 
about a third of the average for the one thousand, four hundred 
and thirty some fleets in the country reporting their results. 

We also provide for examining employees who come to work for us, 
if it is necessary to insure that their physical condition will permit 
them to do the particular job which they are employed to do. Minor 
medical services are also provided for employees. If an emplovee is 
found to need treatment by a physician, he is referred to a physician. 

Mr. Fenton. There is no treatment given directly? 

Mr. Wacner. Not extensive treatment. 

I failed to mention also that this group planned and supervised our 
malaria-control program, Dr. Fenton. I do not know whether you 
are familiar with that or not. 

Mr. Fenton. Yes. Iam glad to see that you have not had a case 
reported in a long time. 

Mr. Waener. It has been quite an operation. The frequency of 
occurrence of malaria in parts of the Tennessee Valley in 1933 was 
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about 1 person in 3. For several years now we have not found a 
single case of it. 

Mr. Fenton. Without encumbering the record, I wish you would 
put a table in the record, if you will outlining the types of activities 
that you do have. 

Mr. Waener. All right. 

Mr. Fenton. Give us an idea of the kind of system that vou have 
there and what you do along that line. 

Mr. Wacner. We will be glad to do that. 

(The matter referred to follows:) 


Division or HEALTH AND SAFETY 
FUNCTIONS OF THE DIVISION 


The Division of Health and Safety is responsible for recommending and carrying 
out plans and policies relating to the health and safety of employees and of the 
publie affected by TVA activities, and for maintaining cooperative relationships 


‘ with other agencies in health and safety studies, demonstrations, and services. 


SCOPE OF RESPONSIBILITY 


The Division of Health and Safety has responsibilities in two distinct areas. 
One of these is the provision of medical and safety services to employees. In 
recent years the number of employees has varied from 11,000 to 41,000. Current 
employment is around 15,000. Stable concentrations of several thousand em- 
ployees are at Knoxville, Chattanooga, and Wilson Dam. Temporary concen- 
trations of from one to three thousand employees occur at major construction 
projects. There are smaller groups and mobile operations throughout the valley 
area. 

TVA’s responsibilities under the act, as well as the direct impact of its river 
development program on regional health interests, required that other functions 
of the division be focused on the well-being of the public as affected by TVA 
activities. From this second broad area of responsibilities grew the Division’s 
accomplishments in control of malaria in the Tennessee Valley; in stimulating 
State and local action in stream-pollution control and in other environmental 
hygiene activities; in staff analysis of air-pollution-control problems; and in 
health and safety work carried out in collaboration with other Federal and State 
and local agencies. 

ORGANIZATION 


The Division of Health and Safety is organized into 5 branches to carry out its 
responsibilities in its 2 broad areas of operations—the Occupational Health 
Branch; the Malaria Control Branch; the Environmental Hygiene Branch, with 
an Air Pollution Control Section and a Stream Pollution Control Section; the 
Health Office Branch; and the Safety Branch. The latter two are basically con- 
cerned with services at concentrations of employees, and maintain flexible field 
forces in terms of the factors outlined below. The other three are primarily con- 
cerned with contro] of environmental factors affecting health interests. 

The employee service elements of the division’s activities are based largely in 
relation to permanent groupings of employees, with overall direction from a 
central point. Where other significant groups of TVA employees are temporarily 
located and reduced, primarily in relation to construction projects, medical and 
safety services are fluidly and speedily made available and abolished. Where 
the groupings are not large or permanent enough to completely justify creation 
of service units, contract arrangements are made with private physicians and 
surgeons. Some 124 such contracts are now in effect throughout the area of 
TVA operations. 

TVA’s practice in consistent with that of large private corporations, which 
recognize the value of organized health services for employees provided by full- 
time properly qualified professional personnel employed by the corporation. 
Use of private physicians is infeasible where groups are large, since the workloads 
of physical examinations, recordkeeping, and emergeney medical services for 
injuries would frequently occupy the full office time of one or more private 
physicians to the exclusion of any other practice, assuming, of course, willingness 
of private physicians to assign such a priority to TVA work. Cost to TVA of 
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using contract service altogether, even if such arrangements were feasible, based 
on minimum standard charges only, would be substantially greater than providing 
the necessary services directly. 

The Division meets other special operating problems through provision and 
location of a staff of personnel specialized in occupational health. These special- 
ists are located at Wilson Dam near the complex industrial hygiene problems 
a to chemical operations, but they serve other TVA installations from this 
ocus. 


EMPLOYEE HEALTH PROGRAM 


The Health Office Branch concurrently has seven area offices. Three of these 
are continuing health offices at Knoxville, Chattanooga, and Wilson Dam; each 
also has health and medical program jurisdiction over a geographic area of 
roughly one-third of the watershed area. The other four health offices are tem- 
porary establishments created to meet the medical service needs of the major 
construction projects at Johnsonville, John Sevier, Gallatin, and Wilson Lock. 
These project health offices will be closed when the construction jobs they serve 
are completed. The physician in charge at each of the seven health offices 
reports to the Chief of the Health Office Branch. 

The employee health program includes preemployment physical examinations 
and medical and safety supervision of vocational placement; treatment of occupa- 
tional injuries; periodic health examinations; emergency medical care during 
work hours; health education activities and professional consultation between 
employees and the TVA medical staff with referrals to the employee’s physician 
as indicated; periodic immunizations against typhoid, smallpox, and other 
communicable diseases; the study of existing or potential hazards to health 
which may be inherent in construction or operation activities and the develop- 
ment of methods of minimizing and avoiding risk of occupational disease; and 
extensive collaboration between medical and safety staff in the development of 
activities designed to prevent accidents. 

Industrial hygiene studies and services are for the purpose of defining and con- 
trolling the occupational hazards to health which are associated with the produc- 
tion of electricity, with the manufacture of chemical fertilizers, with reservoir 
operations, and with construction activities. In the field of chemical fertilizer 
manufacture, for example, health hazards may result from the exposure of em- 
ployees to phosphorus and its compounds, or to nitric acid, fluorine, abrasive 
dusts, and toxic gases. On a construction project, effort. may be directed to the 
control of silica and other toxic dusts and gasses which are encountered in tun- 
neling, quarrying, or crushing activities where rock high in silica is being used, or 
to the establishment of adequate ventilation in tunnels or other contaminated 
work areas where diesel equipment is being employed underground, or where 
silica dust is encountered. 

SAFETY PROGRAM 


The Safety Branch currently has field offices at Knoxville, Chattanooga, and 
Wilson Dam, and a subunit to serve chemical engineering at Wilson Dam. The 
heads of these offices report to a safety engineer who is the Chief of the Safety 
Branch. Temporary field safety units serving the construction projects of 
Johnsonville, Gallatin, and Wilson lock report to the Wilson Dam field office, and 
for John Sevier, to the Knoxville field office. These construction field units will 
be abolished as soon as the projects they serve are completed. 

Measures for the prevention and control of injuries resulting from accidents and 
related contingencies on all of its properties and operations are provided by the 
TVA safety program. Planning, supervising, appraising, and providing safety 
engineering service to other organizational units of TVA is part of the safety 
program. Safety work includes the identification of hazardous conditions and 
activities, and assistance to supervisors in developing solutions. The methods 
used by the safety engineers to provide safe working conditions and safe practices 
include: Review of plans for new construction, consultation with management 
regarding work plans, inspecting hazardous conditions and practices and recom- 
mending corrective measures, arranging and providing for special training such 
as first aid, participating in safety meetings, developing or providing educational 
posters, bulletins, and other materials, investigating and reporting accidents and 
near accidents, and cooperating with other local agencies having similar responsi- 
bilities for regional safety. 


Mr. Rapavut. Mr. Evins? 


Mr. Evins. Mr. Wagner, do you serve, in addition to being General 
Manager, as a budget officer for TVA? 
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Mr. Waaner. No, sir. Mr. Van Mol serves as Assistant General 
Manager and Chief Budget Officer. 

Mr. Evins. I want to commend the budget officer as well as the 
other members of the TVA staff because I think this is one of the most 
comprehensive and one of the best gotten up budgets that I have 
been able to examine and | have examined a number of them being on 
the Independent Offices Subcommittee on Appropriations, and the 
Subcommittee on Public Works appropriations. This budget has 
all the facts in there. It has ali the information, with charts and 
tables, graphs, and explanatory information, and it is a well gotten 
up job, giving the committee the full information. 

Of course, ‘it is proper that the committee should be provided 
with all the information possible. I want to commend especially your 
budget officer. 

Mr. Waener. Thank you, Mr. Evins. 

Mr. Rasavt. Your observation is very well taken. 

Gentlemen, are there further questions? 

Mr. JENSEN. Just one, Mr. Chairman. 


CONSTRUCTION BY CONTRACT 


Mr. JENSEN. Does the TVA offer bids on any of their construction 
jobs, or do you simply buy the machinery and equipment and do the 
work with your own employees, or hire employees as you need them 
for construction work? 

Mr. Waaner. Where it appears that a contractor could perform a 
job cheaper and more efficiently than we can, we employ contractors. 
In other instances we do the work ourselves. 

Mr. JensEN. You take bids? 

Mr. Waaner. Yes, sir. The Wilson lock which we discussed 
yesterday has several million dollars worth of dredging involved in 
the canal below it. We were not equipped to do that job, and we took 
bids on it and it has been awarded to a contractor. 

Mr. JENSEN. Just one more question. 


WAGE SCALE 


What wage scale do you have there? Do you have a certain area? 
Is there a wage scale in a certain area that you use when you employ 
extra people? 

Mr. WaGner. Our wage scales are required by the TVA Act to be 
those prevailing in the region in which we operate. Each year we 
assemble information on the wage rates that are paid to the various 
crafts and, in negotiation with labor representatives, agree on what 
is the prevailing rate in that area, and that is the rate that we pay. 

Mr. JEensEN. Is the prevailing wage rate pretty uniform in all 
sections of the Tennessee Valley? 

Mr. Waener. It varies, Mr. Jensen, as you would suppose. In 
the larger cities it is higher than in the smaller ones. 

Mr. Jensen. Do you use to a very great degree the average wage 
scale that prev ‘ails in the TV A area or do you also consider the w ages 
paid around the TVA area? 

Mr. Waener. We use the area from which the labor supply for the 
projects is drawn, Mr. Jensen. If we have a large construction proj- 
ect in north Alabama, for example, some of the labor to man that 
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job would come from Birmingham. So we include the Birmingham 
rates in our area of comparison. 

Mr. Jensen. You use the going wage in that particular area? 

Mr. Wacner. On our work we pay the same rate in all parts of 
the Tennessee Valley. We determine a prevailing wage rate for 
the whole area in which we operate, and that rate is applied uniformly 
throughout the Valley. Our labor may be transferred from one job 
to another, and their wage rate remains the same. 

Mr. Jensen. Thank you. 

Mr. Fenton. Mr. Chairman 

Mr. Rapavur. Mr. Fenton? 


AccIpDENT STATISTICS 


Mr. Funron. In making that accident table, will you have it for 
the past 5 years, covering the number of accidents, fatal and nonfatal? 
Have you had any fatal accidents? 

Mr. WacGner. Occasionally we do. 

Mr. Funtron. Give us the number each year and the causes, et 
cetera. 

Mr. Wacner. All right. 


MEDICAL STAFF 


Mr. Fenton. Do you have a regular medical director? 

Mr. Waaner. Yes, Dr. O. M. Derryberry is Director of the 
Division of Health and Safety. 

Mr. Fenton. Would you mind putting in a statement as to how 
many he has on his staff? 

Mr. Wacner. We would be glad to. 

(The matter referred to follows:) 


Tennessee Valley Authority—Work injury erperience, calendar years 1952-56 


l | 

| Calendar | Calendar| Calendar| Calendar| Calendar| Total 
year year year | year year (5-year 
1956 1955 | 1954 | 1953 1952 eee 








% vs ; | 
Man-hour exposure. ..........-....---.-.}27, 954, 062/37, 755, er 47, 837, 864) 45, 684, 922/44, 973, 028 (204, 206, 269 
Fatal accidents. -._.....-- ee 4| 12 5| 33 

paren pipanneeinctermennsinn 
Falls from heights 3 12 
Electric shock : iii 2 
Struck by moving or falling ES, aR apenas mee § 1} 
Vehicular-- 1 
Fire burns, poison gases, ‘and others..|__..---- 1) 


Nonfatal accidents! (with loss of time | 
from work). 
F requency rate: The number of dis: abling 
injuries per million man-hours worked_} 
Severity rate: The total days charged _ 
million man-hours worked._......_._.- ye , 497 2, 747 1, 568 





1 Back injuries; fractures and sprains; contusions, lacerations, and abrasions; and eye injuries make up 
the major portion of these numbers. 
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TENNESSEE VALLEY AUTHORITY 
OTHER SAFETY AWARDS 


The Joseph A. Holmes Safety Association, United States Bureau of Mines, 
presented its certificate of award to TVA’s Akin plant mining operations, Columbia, 
Tenn., Division of Chemical Engineering, for having operated an open-pit phos- 
phate mine from August 10, 1945, through December 31, 1952, and continuing, 
a total of 1,414,576 manhours. (This award was dated April 28, 1953.) 

The Water Safety Congress, Tennessee and Cumberland Vaileys, presented 
TVA with a plaque in recognition of outstanding effort to prevent needless water 
accidents and drownings in the Tennessee and Cumberland Valleys. (This 
award was made January 26, 1954.) 

A 100-percent first-aid training certificate issued by the United States Bureau 
of Mines was awarded to the western area, Power Construction Branch, acknowl- 
edging that all employees of that area successfully completed a first-aid training 
course within a period of 12 months. (March 31, 1954.) 

TVA’s water safety film Water Wisdom was given top honors in the 1953 contest 
conducted by the National Committee on Films for Safety, affiliated with the 
National Safety Council. A bronze plaque was presented to TVA. (October 
19, 1954.) 

OCCUPATIONAL HEALTH AWARDS 


All of the field health offices of TVA which have been inspected by the Occupa- 
tional Health Institute to date have received from that institute a certificate of 
approval certifying that employee health services provided at those offices meet 
quality standards established by the institute. These health offices are located 
at: 

John Sevier steam plant 

Kingston steam plant (closed following completion of construction) 
Knoxville medical center 

Wilson Dam medical center 

The following health offices have not as yet been inspected by the institute, 

but furnish the same services as those which have already been certified: 
Chattanooga medical center 
Gallatin steam plant 
Wilson Lock 
Johnsonville steam plant 


As of May 31, 1957, the staff of the Division of Health and Safety consisted of 
the following: 


Administration ____- aes 12 | Staff epidemiologist 
Chemist ....... Sarees 7 | Nurse__- 

Biologist 4 | Orderly 

Botanist 2| Medical technician 

Health officer_ 12| Clerks and secretaries 

Industrial hygienist________-_- 6| 

Public-health engineer - - - -- 10| 

Safety engineer 10 

Mr. Rasavt. In conclusion, I want to say, Mr. Wagner, and to 
the members of the staff that are here, that it is always well for Con- 
gress to keep informed by the departments, and your department has 
been no exception to the rule. 

You come up here and try to give us what information we ask for. 
When you do not have it, you tell us you will supply it, which you 
usually do. For that we will have to give you our commendation. 
We have had a very nice hearing. We declare it completed. 

Mr. Waaner. We appreciate that, Mr. Rabaut. We are always 
glad to supply all the information the committee may want. 
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FrertTiILtizeER OPERATIONS OF TVA 
WITNESS 


JOSEPH E. CULPEPPER, VICE PRESIDENT OF THE SPENCER CHEMI- 
CAL CO., KANSAS CITY, MO. 


Mr. Cannon. The committee will be in order. We have with us 
this afternoon Mr. Joseph Culpepper, vice president of the Spencer 
Chemical Co., who desires to be heard on the fertilizer item. 

We will be glad to hear Mr. Culpepper at this time. 

Do you have a prepared statement? 

Mr. Cuureprper. Yes, I do. 

Mr. Cannon. You may proceed. 


GENERAL STATEMENT 


Mr. CuLprerrper. My name is Joseph E. Culpepper, and I am a 
vice president of Spencer Chemie “al Co., Kansas City, Mo., as well as a 
member of that company’s executive committee. Until a few months 
ago, as vice president of sales, I was directly charged with the work 
of managing nitrogen fertilizer sales for Spencer. Prior to becoming 
an officer of the company about 3 years ago, I was general sales 
manager of our company and responsible for selling all company 
products. During practically all of my business life, I have been 
intimately connected with the fertilizer industry. My experience in 
fertilizers extends over a period of 28 years. I believe it could be said 
that in this field I am generally experienced and well acquainted with 
the distribution of fertilizers in the Midwest, North Central and 
Southeast States; that is, in those States where the use of fertilizer is 
the heaviest. 

My company is a large producer of nitrogen, in its various forms, 
and particularly in ammonium nitrate. We operate three plants, one 
of which produces substantial quantities of ammonium nitrate. 
However, I am not making this statement solely on behalf of my own 
company, but also on the basis of commonplace knowledge of others 
in the ammonium nitrate industry, including such well-known pro- 
ducers as Allied Chemical & Dye, Commercial Solvents, Monsanto 
Chemical, and others. 

All of us have these features in common: 

1. We are substantial producers of ammonium nitrate. 

2. We have invested very large sums in production facilities for 
mr material. 

We are large taxpayers. 

‘ A large share of the present productive capacity is a direct 
result of the nitrogen expansion program sponsored by our Goy- 
ernment, 

5. We find ourselves in competition with a nontaxpaying producer 
of ammonium nitrate, namely, TVA. 

It is about this latter point, namely, competition with TVA, a non- 
taxpaying Government agency, that I want to speak today. I am 
grateful for this opportunity to express my views and the views of my 
associates on this subject. 
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Today we seek a solution to a TVA policy which is having a damag- 
ing effect on the nitrogen industry. We find ourselves (1) with heavy 
capital investments in plants producing ammonium nitrate; (2) with 
capacity far in excess of market takings; and (3) although making a 
superior product, we are forced to compete against an inferior material, 
produced and sold in large quantities by a Government agency. 
Furthermore, the ammonium nitrate produced by TVA is sold at 
substantially less than market prices. This price differential allegedly 
is maintained to serve as an incentive to farmers to induce them to 
cooperate with TVA in its marketing or distributor’s demonstration 
program. Ammonium nitrate is distributed by TVA in 35 States, 
embracing most important agricultural sections of the country. 

We commend the early tec chnical research program of TV A that 
contributed substantially to the widespread use of ammonium nitrate. 

We believe, however, the time has come for TVA to reduce sharply, 
or to withdraw entirely, from its continued heavy distribution of 
ammonium nitrate. A number of years ago, in an almost exactly 
parallel case with that of ammonium nitrate, TVA sharply cut back 
its heavy distribution of concentrate superphosphate fertilizer—a 
product-distribution program that was highly competitive with 
industry, That is what we are requesting today in connection with 
ammonium nitrate. 

I have stressed in my introductory remarks that taxpaying indus- 
try finds itself competing with a nontaxpaying Government agency. 
While on this subject, I would like to make further comment. TVA 
denies it is competing with industry in ammonium nitrate, and points 
out that TVA’s distributor’s demonstration program is based on 
controlled use. The use of its material, TVA states, is for educa- 
tional purposes for selected crops, applied with the advice and assist- 
ance of the land-grant colleges. We in industry are certain TVA 
ammonium nitrate is purchased, in large part, by farmers taking 
advantage of TVA’s bargain prices and is thereafter used as the 
farmer sees fit. In these instances, TVA ammonium nitrate is used 
without supervision, or evaluation of result, by either the TVA or 
the land-grant colleges. Attached at the end of this statement are 
two examples of sales releases by distributors of TVA’s nitrate. One 
of these releases, made public on August 4, 1956, energetically pro- 
motes the sale of ammonium nitrate, acknowledged by TVA to be its 
material, and with not a single mention of how such material was to 
be used in a controlled way for application to special crops. In like 
fashion, the second release makes no mention requesting or even 
suggesting that application be restricted to controlled use. But it 
does mention TVA’s name and price in contrast to those of industry. 
What is this but outright commercial competition? And we feel of 
a most unfair nature. 

Human nature being what it is, we cannot, under such circum- 
stances, think the distribution of TVA’s ammonium nitrate is con- 
trolled for use on specific crops; that its distribution is policed, with 
penalties applying for misuse; or that the product so distributed could 
be effective as to education for application on specified crops. In the 
fiscal year, 1955-56, 97 percent of TVA’s production of ammonium 
nitrate was distributed through this type of unsupervised channels. 

Farmers quite naturally like TVA’s bargain prices. For this reason, 
it is unrealistic to expect a farmer to admit by statement or affidavit 
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his misuse of TVA’s fertilizer. He realizes by so doing he runs the 
chance of cutting off his source of low-priced fertilizer. Not many 
people are inclined to shoot Santa Claus. 

TVA itself tacitly admits its concern over the abuses of its dis- 
tribution program which has led, for nitrate, at least, to direct com- 
petition with mdustry. Proof of this is that TVA very recently began 
conducting a field survey to determine the effectiveness of its dis- 
tribution policies. It is significant, however, that the field survey 
apparently is not designed to determine whether today’s conditions 
warrant the continued production and distribution of ammonium 
nitrate by TVA. Instead, one of the implied reasons for the survey is 
to provide some basis for continuing the distribution of all future 
TVA production. 

We ask the question—why does TVA continue to distribute the 
principal amount of its ammonium nitrate to the same distributors, 
and to the same farmers, vear after year, under the guise of conducting 
an educational program—how many times, I ask, is the same baby 
taught how to walk? We object to the continued production and 
distribution of fertilizers and materials for a period long after tech- 
nological developments have been completed. For that reason, we 
have hopes the TVA survey mentioned earlier will produce unbiased 
evaluations, leading to the distribution of its fertilizer products in a 
manner not competitive with industry. 

We believe the TVA policy up to this time has been to determine 
first the amount of fertilizer it would like to produce and sell—whether 
for revenue purposes or to keep its production facilities loaded—and 
then plan its distribution program accordingly. The reverse proce- 
dure for an established product like ammonium nitrate should, of 
course, be followed. It seems to us TVA should first determine the 
quantities required for distribution to undeveloped areas and uses, 
if any, and/or effective educational purposes. Production should then 
be tailored to fit these none ompetitive needs. 

I believe I can summarize my position, and that of my industry, by 
a brief statement of facts: followed bv a conclusion; which, in turn, 
is followed by certain guideposts or recommendations for your 
consideration. 

The facts, which I believe will stand unquestioned, are: 

Approximate annual consumption of ammonium nitrate was 
1,100,000 tons in the fertilizer year ending July 1,; 1956. Estimated 
industry capacity, which is somewhat. elastic, ’ could produce a 
minimum of 1,500,000 tons per vear. 

2. Because of the excellent early promotional work by Government 
agencies and private industry, there is now wide and ready acc eptance 
by American farmers, throughout the country, of ammonium nitrate 
as a satisfactory fertilizer material. Since farmer acceptance was 
initially one of the principal stated objectives of TVA, in producing 
and distributing ammonium nitrate, there seems no longer to be any 
sound basis for TVA to demonstrate over and over again that 
ammonium nitrate is a desirable fertilizer product. 

3. TVA’s continued heavy distribution of ammonium nitrate 
oneal to about 139,000 tons for the fertilizer year ending July 
1, 1956—and, as was stated in TVA’s Annual Report for 1956, the 
tonnage distributed in 1955 was equivalent to 17 percent of the total 
ammonium nitrate used in the Nation. Over 97 percent of this 
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tonnage was dispersed through a dealer’s or so-called distributor’s 
demonstration program, and at prices significantly less than the 
market price of industry. It should be borne in mind that industry 

is required to provide for income taxes and costs of borrowed capital 

4. The quality of ammonium nitrate produced by industry is 
excellent, definitely superior to TVA material. In order to move 
their inferior material, TVA apparently feels it is necessary that the 
TVA product be offered at ‘lower prices than industry-produced 
ammonium nitrate. TVA readjusted its prices downward last year, 
presumably because of competition from a plentiful supply of superior 
quality, industry-produced material. The use of price incentives by 
TVA, to obtain acceptance of its inferior product, would appear to 
be a questionable practice, and at best to serve no useful purpose. 

In view of these facts, we hold the conviction that continued heavy 
participation by TVA in distributing ammonium nitrate is unjustified 
competition with taxpaying industry by a Federal agency. 

It is commonplace knowledge that my associates and I at Spencer 
Chemical Co. are supported in this view by other producers in our 
industry. 

We, therefore, respectfully offer the following guideposts for con- 
ee in your further deliberations relative to TVA: 

TVA should confine its interest in fertilizers principally to 
rese oe designed to improve the quality of fertilizer materials and 
fertilizer manufacturing processes. In this way it could render a 
special service to the farmers of the Nation, as well as to the fertilizer 
industry. 

TVA should sharply curtail or eliminate entirely the manufacture 
of a fertilizer product, distributed competitively with industry, where 
such product 

Is amply supplied by industry. 

Is superior in quality from industry. 

Is widely accepted by the farmer. 

TVA should continue to manufacture only such modest quan- 
tities of such fertilizer product as may be necessary, in the opinion 
of the Department of Defense, for maintaining its plants in standby 
condition. 

As stated above, the job of getting farmers to accept ammonium 
nitrate as a satisfactory fertilizer material has been completed. The 
only basis on which further farm demonstrations with ammonium 
nitrate might justifiably be conducted would be to show the economic 
value accruing to farmers from proper fertilization of their crops. If 
the Defense Department determines it is in the national interest for 
TVA’s ammonium nitrate plants to produce modest quantities, to 
assure adequate standby condition for the plants, all ammonium 
nitrate from such operations should be used only in a true crop 
demonstration program; these crop demonstrations to be conducted 
and supervised by the various State agricultural extension services, 
or the State vocational agricultural departments, in their established 
and well-supervised programs to teach farmers how to cut the cost of 
producing crops. 

In light of these facts, we respectfully recommend to this com- 
mittee that TVA’s production and sales budgets for ammonium 
nitrate be arrived at on the basis of current: conditions. In our 


‘ 
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judgment, TVA’s tonnage can be reduced drastically or eliminated 
entirely. 


Thank you, gentlemen, for this opportunity to state our views. 
STapPLe CorTron CooPpeRATIVE AssociaTION, GREENWOOD, Miss., Avaust 4, 1956 
NEW LOW PRICES ON AMMONIUM NITRATE 


Ammonium nitrate prices are down from last season. Your delivered price 


on ammonium nitrate in 17-ton or 18-ton truckload lots for spring delivery 
(January—April) this season is $66.70 per ton. 


BIGGER OFF-SEASON DISCOUNTS 


This year we can offer you off-season purchase allowances of $1.50 per month 
if you let us supply you with your material prior to January 1. Your delivered 
price for August is $59.20 per ton, a discount of $7.50 per ton, or $127.50 per 17-ton 
truckload, under the spring price. 

This is a bigger discount than we have ever been able to offer you before. It 
is probably bigger than anyone else can offer you this season. We are by no 
means sure that we can obtain as high a discount for you next season. But we 
do have it for 1956-57. 

Delivered prices ' 


August sate ca es ua ip Saeed cara SORE ME BRK ARITA AEG ROS IEE TE: $59. 20 
PERROROOE: -— wn canes owas ee besos siG essere waWavarnnawauanelet Ue 
October ees b a : ae Sere el ae eee elie anew 62. 20 
November______-- ws oS me pea = -_ @-# 
IT a ae he eta ae le Sa ao a 
OI PN iE a aio ws cacacncien sh nati ann aan cern ae ae aA ea sci’ 66. 70 


! Prices include 20 cents per ton, Mississippi fertilizer tax. Prices good solely for delivery in Mississippi 
Prices are for 17-ton or 18-ton truckloads and include delivery to your farm. Terms: Cash upon receipt 
of invoice. Bookings must be made not later than the 20th of the month in which shipment is to be made. 
Prices subject to change without notice. All orders subject to approval and confirmation. 


BOOK YOUR REQUIREMENTS NOW 


Contact your association representative at any 1 of our 14 field offices, or call 
the association’s main office at Greenwood, telephone LD 9960. 


PATRONAGE DIVIDENDS 
Patronage dividends based on earnings will be paid from the above prices at 
the end of the season. 


XICHARD CLARKE, Jr., 
Traffic Manager 


lowaA Deaver Price List 
Effective December 5, 1956 (Subject to Change Without Notice) 
THE MOST COMPLETE FERTILIZER SERVICE IN THE LAND OF CORN 
CoRNLAND PLANT Foops, INnc., GRINNELL, Iowa 


Phone—Belmont 6—-3103 
Water soluble fertilizers 
Bulk fertilizer spreading service 
Aldrin or Heptachlor for root worm control mixed in our granulated fertilizers. 
Anhydrous ammonia sold and applied. 
Distributors and jobbers: 
Tennessee Valley Authority fertilizers 
ORTHO agricultural chemicals 
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Cornland granulated fertilizer 





| Consumer | Dealer | | Consumer Dealer 
| cash 1] cash 


| } } 

|| Granulated—Continued | 

$105. 00 | $92. 40 5-20-— keen cekanen| 82. 40 | 

110. 25 | 7.00 : 74.30 | 

92.00 || 5 63. 65 | 
73. 50 3-1: | 54. 00 

92. 00 
) 82.15 
| 80. 55 
70, 45 
88. 40 
79. 90 
65. 35 


56. 25 | 


R 
S 


_ 
~~ 


~ 
on 


ESS 
SSESES8 


Se 





Aldrin or Heptachlor added to the above grades for the following charge per ton: 


Consumer Dealer 
cash 





10-pound rate ____ 
20-pound rate__.. 


Water-soluble fertilizer (100 percent soluble in water) 


| 
| Consumer! Dealer 
cash 


21-53-0. ....... 7 j<gh-sueeseiebeteehen Kea $137.00 | $125. 00 

20-20-20. .. . ; . es : “ aa | 132. 00 120. 00 

16-32-16 Sa SR es ene ; pascal 134. 50 | 122. 50 

13-26-26 _ - - licth ck dicdbbvncsiadas ksbbew i ase | 122. 50 | 110. 50 
| 


Elephant brand: Pelleted, 16-20—-0; 13-39-0; 11-—48-0; etc., ask for special list. 


Potash materials (100 pound bags) 


| | 
| Consumer | 
cash 


Dealer 





igi cieciincann cas beh aptetiiet 5A. 55 | 
0-0-62% regular_.......-..- : oom | 55. 70 | 


NotTEe.—Discount, $4.50 per ton for 40-ton cars. 


Phosphate materials (30-ton cars) 





Consumer | Dealer 
cash 


ee ion id enemccmishned - Ste oes $40. 90 | $36. 00 
| 


0-20) granulated !........._.. eg dete ci | 42.00 | 37. 00 
0-45-0 granulated !___- ; i 78. 40 69. 00 
0-46-0 granulated !___. ae ; aan 80. 10 | 70. 50 


1 Add $2 per ton for truck pickups; no truck allowance. 
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TVA materials (30-ton cars) 
DIAMMONIUM PHOSPHATE 


| | 




















Consumer Dealer 
cash 
a — EE - — — eS SS 
21-53-0 bags !_.___- - i J éatnnd | 137. 00 125. 00 
EE CREE Picea cade wodbakcuncdnoceleatéien edad 129. 50 117. 50 
Pe BE Civic wen dwn wen ns ddndceminmepda taba do acceded 135. 00 123. 00 
TRIPLE SUPERPHOSPHATE 
TE Sicekcebhaninsadwéclecss sob tas desaeeen Ee AE 70.5 | 70.00 
—_—— ———_— —— ' ee 
CALCIUM METAPHOSPHATE 
0-60-0 ! ; FOR et EM er je Pe siaeson 2.15 | 81.10 
0-61-0 ! . FS LIL eet 93. 65 82. 40 


0-62-0 ! piseiiehawas Sie Sr i rn 88. 70 


1 Add $2 per ton for truck pickups; no no truck allowance. 
2 Coated materi: al; cars only, no bulk. 


Ammonium nitrate (33%-0-0) 
SPENCER-PHILLIPS-STEAMBOAT, F. 0. B. GRINNELL, IOWA CITY OR ALBIA 


December (dealer) __ : $76. 70 


January—June (dealer) 77. 70 


Ammonium nitrate (3344-0-0) 
SPENCER-PHILLIPS-STEAMBOAT, F. 0. B. SELMA, MO. OR MILITARY, KANS. 


December (dealer) -_ 7 


sig a as tal da ean Sac clin eta laa ts lesataarvee a $66. 10 
January- yene (dealer) _ - - - 


HSTUS TSS Sisk IOr YO UO Bt J 67. 10 


TVA Ammonium nitrate: $3 per ton less than commercial grade on a deliv- 
ered basis, carlots or at our warehouses Grinnell Iowa City, or Albia. 


SE~ DoE Cappehe (GORE oe chink dese he chee ae einen nae $109. 00 
45—0-0 f. o. b. Grinnell (dealer) - - — -- Siem si vical ce an sob aia eed acidca thea 111. 00 


CONDITIONS OF SALE 


Cash discounts: A discount of one-half of 1 percent will be allowed for cash 
within 10 days on Cornland mixed fertilizers only. 

Dealer should add 6 percent interest to consumer cash price for credit sales. 

Cornland dealer credit plan: Ask our sales representative for details. 

Bulk: Unless otherwise noted, deduct $3.50 per ton from bagged price for 
bulk fertilizer. (Bulk discounts on TVA fertilizers: Triple $2.50 per ton; Calcium 
Metaphosphate $2 per ton.) Spreading charge (our truck); $1 per acre. No 
charge for delivery on 5 ton minimum loads of mixed fertilizer hauled and spread 
by our spreader trucks. 

Dealer prices, unless otherwise noted, are 15 ton minimum, carload or truckload 
delivered prices. 

It is our intention to deliver Cornland granulated fertilizers to our dealers on 
a competitive basis with grades of like quality and analysis. 

The following seasonal storage discounts will be allowed from dealer prices on 
all corniland granulated, granumix and water soluble mixed fertilizers: 


Percent 
December scan co hse eee pues abate ote aes nero so Pie Me tein 3 
January ees LRA EADS! ES Bee eee 43 2 
February _ scott 2d SS CsLSt cious . l 
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Highway mileage rate 





[When delivery is made by highway vehicle selected and paid by buyer, the following highway mileage 
rate per ton : be allowed from our plant to your established place of business, basis the shortest high- 
way mileage 
































Miles Allowance | Miles Allowance 
NN oh alee lik de RS Se ee ee $3. 70 
Re ee eas eed oh ee ro ae Ee 3. 80 
SE Se ots REBEL. um clea Bits elie TU es Bows wins anc a 3. 90 
ee ee I Ore NE acon 4. 00 
Ne ae Rs a hes wa spreccenmn tigen eT as ea ck cies Seiad 4.10 
BI ino a enn om a wa ae BES at ne ots wa cnndecwie 4. 20 
PG het ic cea aes BOWE POM a ccc nto Subaccacnne 4. 30 
re = ee os Saws wawe DO OPE BOrecu cs ocd leceueweuew ats 4. 40 
Persea serewew ee mwa weenie EN eins wabicuwuwsinwinwe 4. 50 
a on cniwcan cw aeane Ce PPO cis ccc dieneceancnnce 4. 60 
a a asi Sr a ad a. ee 
DOM deae cK oo eew se ee ee Cec cuen face 4. 90 
NN 5S, eB inde aoe ae Pee PE co ne Se ore oe = 5. 05 
ae tM hes we scone Pa NT MMU i asda ch rtonchi ain adres tes an cows 5. 20 
ea Na oo a hs 3. 50 181-190 OI i es ee 5. 35 

Na cli ak i UE I sats cis thems sscee wines & 5. 50 





















Norte.—For longer distances, $5.50 per ton plus 0.01 cent per mile in excess of 200 miles. For shipments 
made by rail in less-than-carload lots, the difference between the less than carload and full carload rates 
will be added to the invoice. 


CorNLAND PLANT Foops, INc., 
Grinnell, Iowa. 


Mr. Cannon. On page 10 of your statement, Mr. Culpepper, you 
say: 
The quality of ammonium nitrate produced by industry is excellent, definitely 
superior to TVA material. 

Vhat is your authority for that statement that TVA material is 
inferior? 

Mr. Cuupeprer. That is the opinion, Mr. Chairman, of all of 
industry and I think readily admitted by TVA. 

Mr. Cannon. It is admitted by TVA? 

Mr. Cutreprer. I do not think that is questioned by TVA. That 
is one of the reasons they have given for having a lower price than 
commercially produced ammonium nitrate. 

Mr. Cannon. Mr. Riley. 

Mr. Rivey. Following up the chairman’s question, Mr. Culpepper, 
do. you have an analysis of the product that is produced by TVA and 
the product produced by industry on which to base that statement? 

Mr. Cutperrer. No, Mr. Riley, I do not. So far as the nitrogen 
content of the two materials is concerned, they are identical. They 
both contain the same amount of nitrogen. It is a question of the 
physical condition of the material. The product produced by industry 
is a very free-flowing product and that produced by the TVA is 
crystallinelike material which is not as free flowing. It is a question 
of the handling and storing qualities rather than its effectiveness in 
crop results. 

Mr. Ritey. In other words, do I understand that the product 
produced by private industry is easier to handle than the product 
produced by TVA, but that the chemical content of the product pro- 
duced by both is about the same; is that it? 

Mr. Cuvpeprer. That is correct. 

Mr. Rizey. And that is about the only difference? 

Mr. Cuuperper. That is the only difference. It is the storage and 
handling qualities. 
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Mr. Ritey. Did I understand you to say that TVA is producing 
about 17 percent of all ammonium nitrate that is being produced in 
this country—17 percent of all the domestic production? 

Mr. Cutreprer. That statement is taken from their 1956 annual 
report. 

Mr. Ritey. How much lower is that product than the product 
produced by industry? 

Mr. Cutpreprer. Do you mean lower in price? 

Mr. Ritey. Yes; dollarwise. 

Mr. Cutpeprer. About $6 to $6.50 per ton delivered. 

Mr. Ritey. What would make for that difference primarily? 
Can they produce it cheaper than you, or does that involve the taxes 
and interest that industry has to pay? Does that account for the 
difference? 

Mr. CutpeprerR. We do not think they can produce it any cheaper 
than industry if we use the same yardsticks by which they measure 
production costs. 

Mr. Ritey. Do you have any figures to show this differential? 
Do you think that it would be caused by the fact that you have to 
pay interest on your money and taxes on your income? 

Mr. Cuupepprer. Well, it appears to us—and we might be wrong 
about this—that TVA follows a policy of selling their product at 
about a predetermined differential irrespective of what price industry 
has. I believe I have here with me a press release issued about a year 
ago which says: 

As an incentive to participate in these educational activities the TVA said that 
farmers, in general, can now expect the delivered cost of ammonium nitrate to bs 
about $5 to $6.50 below commercial ammonium nitrate. 

Mr. Ritey. Do you have any information to show that if TVA is 
selling below the cost of production that some of their costs are 
absorbed by income from other sources, or do they put the production 
of ammonium nitrate on the basis of the production of ammonium 
nitrate alone? Do you have any information in regard to that? 

Mr. Cutreprer. No, Mr. Riley, I do not. 

Mr. Rirey. You do not know whether they are losing money on 
their operation or not? 

Mr. Cutpeprer. The last annual statement I saw showed them 
making money on ammonium nitrate. 

Mr. Ritey. What about the other types of fertilizer they are 
producing on a smaller scale? 

Mr. Cutpepper. Well, I think—and I am just trusting to my 
memory now—their report shows that on some of them they are 
operating at a loss or on a very small margin of profit. 

Mr. Ritey. Where does your information come from that the same 
distributors and the same farmers are favored each year with this 
low-priced product? 

Mr. Cutpeprer. Well, just from observation and experience in 
the trade, or in the field. The same people distribute it. They add 
a new distributor occasionally. I do not recall any having been 
discontinued. The same distributors handle it year after year, and 
in a general way they do business with the same farmers. 

Mr. Riney. Do they use it on the same crops, or do you know? 

Mr. Cuupepper. It is our observation and belief they use it on the 
same crops. 
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Mr. Ritny. I remember that I asked the TVA people when they 
were before us questions in regard to this, and they said that they 
wanted to make some experiments on other crops. One of the crops 
that they had in mind to experiment with was young trees to see 
whether or not it would be profitable to fertilize young forests. 

Mr. Cuuprpper. Well, if they desire to conduct some tests on 
trees, I would have no question about that. Our question is that of 
selling large quantities directly in commercial competition with in- 
dustry. That is what we are questioning. 

Mr. Riney. I understand your position to be that you do not think 
they ought to compete with private industry in fields that have already 

roven popular and that this fertilizer should not be put on crops that 

1ave already been demonstrated to be benefited by ammonium nitrate 
which creates a demand for it, but you have no objection to them 
making experiments in new fields on new products and new plantings? 

Mr. Cuupreprer. That is correct. We feel with regard to those 
tests and demonstrations that they should have some supervision so 
that the results could be determined and some economic use made of 
them. 

Mr. Rizey. I agree with you that ammonium nitrate is pretty 
popular over the country as a whole and in pretty general use by all 
farmers that use commercial fertilizers. 

Do you have any views as to the supervision of the distribution 
of the TVA fertilizer? What makes you feel that the extension 
department and the land-grant colleges are not looking after this 
situation as they should? 

Mr. Cuupeprer. Mr. Riley, I might preface my answer to that 
with this remark: I have visited a number of times with the TVA 
people who have charge of the policy matters in connection with 
fertilizing materials and with a number of the land-grant colleges. 
The program under which they approach this thing is set up such 
that it is just not possible in the program to supervise it. They do 
not even ask for any results, or get any report on the use of material 
in 97 percent of the tonnage distributed by TVA. 

TVA distributes its ammonium nitrates really in two fields. 
According to their figures about 3 percent of it goes into a farm- 
test demonstration program that is supervised. 

Mr. Ritey. About what percent? 

Mr. Cutpepper. Three percent of their ammonium nitrate, but 
the other 97 percent goes into what they call a test demonstration 
distributor program in which the only part played by the land-grant 
colleges is to say, ““We think this ammonium nitrate should be used 
or could be used on these crops,”’ and they assume no responsibility 
for making certain that it is used on those crops. 

Mr. Ritey. These people who use it do not file any reports to 
show the results that they get? 

Mr. Cu.repper. Not to my knowledge. 

Mr. Riiry. [s that so? 

Mr. Cuupeprer. Not to my knowledge. 

Mr. Ritey. Thank you, Mr. Chairman. 

Mr. Cannon. Mr. Evins? 

Mr. Evins. I would say to our colleague that we have gone over 
all these matters and thrashed them out at the time of the original 
hearings. The test distributor program to which the gentleman 
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refers is supervised by industry, members of the gentleman’s own 
fraternity. VA supervises the farm test program, but the other 
program is supervised by the industry; the members of the fertilizer 
industry that cooperates with the TV A. 

Did you say, Mr. Culpepper, that your prices for fertilizer had 
been reduced recently, within the past 12 or 18 months? 

Mr. CutpeprER. Yes. They were reduced on July 1 of last year. 

Mr. Evins. How much were they reduced? 

Mr. Cutpeprer. They were reduced about $4 or $5 per ton, on 
ammonium nitrate. 

Mr. Evins. Could you represent for the committee how much 
your volume might be in savings to the farmers of the Nation, just 
on your sales alone for ammonium nitrate fertilizer. 

Mr. Cutreprer. Our sales figures are a little confidential, but I 
would say we produce and sell more than TVA. 

Mr. Evins. Was your industry among the 180 private companies 
that met with TVA officials last fall in these test demonstrations and 
analysis programs? 

Mr. CuLpepPrer. Our company, not to my knowledge, met with 
them. 

Mr. Evins. Recent testimony from the Acting Chairman of the 
TVA Board indicated that last fall TVA had a series of meetings on 
fertilizer in which representatives of 34 States participated and 3 
foreign countries, representing some 180 private companies. These 
180 private companies were highly commendatory of TVA’s fertilizer 
work and the research programs which they were doing. 

Your company did not attend? I understand. 

Mr. Cutperrer. No. I would like to observe, however, that we 
are not questioning TVA’s research activities. 

Mr. Evins. You did testify that you had been to certain TVA 
meetings and taken advantage of some of TVA’s research and informa- 

tion provided your industry. 

Mr. Cu.perrer. To none of their meetings. I have met with them 
in private conferences, but I have not attended any of their public 
ee 

Mr. Evins. In other words, vou did not attend any of these meet- 
ings in which some 180 of your industry commended TVA in its activi- 
ties, but you do state that the price of your fertilizer in this particular 
area has been reduced and brought down. Here, Mr. Chairman is a 
very concrete demonstration of the yardstick in this field being bene- 
ficial to the farmers of the Nation. TVA’s fertilizer program has con- 
trivuted to bringing down the price of commercial fertilizer to the 
farmers. We know, also, of its importance to the national defense. 

Mr. Chairman, the point I wanted to make earlier was we had our 
hearings. ‘This is & most unusual proceeding, after we have had all 
of this year’s hearings on TVA and they are bound, and our hearings 
are closed, then to come in just before the markup of the appropriation 
bill and have derogatory statements made to knife this very important 
program of TVA, | say is unprecedented. 

Av we ume of the hearings, you will recall that some documents 
were laid on the desk of the members, before each of us. I asked 
at ihe ume if any of the members of our subcommittee or the staff 
could iell us where these identical documents, we see today, came 
from. Ore of our colleagues stated that he did not know. He said 
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it was just placed on his desk. I said: “Certainly I think we should 
know the source of the information from which you are quoting.” 

At least at this late hour we have found the source of this informa- 
tion. This is the identical photostatic copy of the propaganda infor- 
mation that was laid on the desk of the members which we were 
unable to identify at the time of the hearings. 

I do want to point out this is a most unusual hearing, not being 
critical of anyone, because the committee certainly needs the benefit 
of all information, but to have this testimony come in at this late 
hour when the hearings have been closed and completed is unneces- 
sary and unneeded. However, I think the witness himself has made 
a very fine statement on behalf of the TVA fertilizer program, by 
indicating the fact that prices have been brought down to the farmers 
of the Nation. 

Mr. Cannon. Mr. Kirwan? 

Mr. Kirwan. I have nothing. 

Mr. Cannon. Mr. Boland? 

Mr. Bouanp. To follow up the statement that Mr. Evins just 
made, I would like to inquire of the Chair whether or not this is an 
unusual occurrence or condition, inviting these men in here after we 
have heard the proponents of TVA or the authorities of TVA? 

Mr. Cannon. Not necessarily. 

Mr. Bouanp. It does not appear to be unusual to me. We have 
done this before, where we have heard—not the TVA people and not 
considered the TVA budget—but considering other budgets. I do 
not think it unusual. 

If industry has a problem and wants to be heard, I think it is the 
province of Congress to hear it. It is well to invite industry before 
the committee. If there are facts which are in dispute, I think it 
well that we can get the dispute ironed out, and we can probably get 
it ironed out very well. 

If TVA disputes what Mr. Culpepper has said in his statement, 
and there is some dispute, I think perhaps we can ask TVA to come 
back and at least give them an idea as to the testimony that was 
produced here by the industry that seeks to curtail or dissolve com- 
pletely the operations of the TVA in the fertilizer field. 

That is all, Mr. Chairman. 

Mr. Evins. If the gentleman will yield further 

Mr. Bouanp. Yes. 

Mr. Evins. Mr. Culpepper, to be honest with yourself and this 
committee, has not your company inereased its fertilizer sales 
business as a result of the testing of ammonium nitrate and the other 
fertilizer program and as a result of the TVA’s work? Has not, in 
fact, TVA’s stimulating of farmer interest in fertilizer benefited your 
business? 

The point I make, has not your business been enhanced, profits 
increased, and your business benefited by TVA’s research, testing 
and distribution of fertilizer? Can you not give us a true statement 
on this, as it has really affected your company’s business? 

Mr. Cutpeprrr. Mr. Evins, I think as I said in my statement the 
early technological developments on ammonium nitrate by TVA was 
beneficial.’ I think it served a worthwhile purpose. I do not think 
that the activities of the past 3 or 4 years have contributed to the 
advancement of ammonium nitrate, and I say this based on this 
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observation: I think the facts will bear me out that the amount of 
ammonium nitrate distributed by TVA in the Middle West, in Mis- 
souri and Kansas and Nebraska, and out through that general section 
of the country, has been very, very small in the past 10 years, as com- 
pared with the rest of the country. 

During that time, industry, of which our company is a part, has 
distributed large quantities of ammonium nitrate. This area of the 
country happens to be the part of the country in which the largest 
part of the total nitrogen is ammonium nitrate than any other part in 
the Nation. 

Mr. Evins. Is that in the Midwest area? 

Mr. Cupeprer. Yes. 

Mr. Evins. A few years ago criticism was voiced because this 
fertilizer program they said was confined to 1 or 2 or 3, or a few States 
in the South. They wanted it extended to other areas. Now that 
they are making some available to other areas, we hear criticism be- 
cause they do not restrict or confine it. 

Mr. CutprepreEr. I certainly would not infer I am asking that it be 
restrictive as to geographic area. It is the policy of the distribution 
rather than any particular area that I refer to. 

Mr. Evins. To answer my question, then, your company has bene- 
fited and profited, you say, in the early stages, but you are critical of 
it in the last 2 or 3 years? 

Mr. Cutperper. The last 3 or 4 vears. Yes, sir. 

Mr. Botanp. Mr. Culpepper, I was interested in Mr. Riley’s ob- 
servation on your statement relative to the superior quality of the 
ammonium phosphate from private industry. Did I hear you say 
that TVA admits that your product is superior? 

Mr. CutprppEr. I am sorry I do not know your name. 

Mr. Botanp. What is the nitrogen content of your ammonium 
nitrate? 

Mr. CuLpreprer. Ammonium nitrate is 33% percent, the same as 
theirs. 

Mr. Botanp. Where is yours superior, then? 

Mr. Cuupepper. In the handling qualities, the handling and storage 
qualities. I do not think that is open to question. I think if a 
TVA man was here he would—— 

Mr. Bouanp. Is that primarily due to the fact that they do not 
pelletize and you do? 

Mr. Cuupeprer. That is right. It is a different manufacturing 
process. 

Mr. Botanp. If that is so, how does the program meet with general 
approval by the farmers who participate in it? 

Mr. Cutprepper. It is the price incentive that is offered. 

Mr. Bouanp. I know, but a farmer wants to get the best use out 
of his land. He is not going to use an inferior product. If it is 
going to be to his advantage in the long run to handle a product 
put out by private industry, the farmers will want to use that par- 
ticular product. 

Mr. Cutpeprrer. At the same price. Now, so far as the results on 
his crop, so far as the agronomic results 

Mr. Bouanp. They are identical. 

Mr. Cannon. The committee will be in recess long enough to pass 
through the tellers. We will return immediately. 








(A short recess was taken.) 

Mr. Cannon. Mr. Boland? 

Mr. Bouanp. I do not know whether you answered the last question, 
Mr. Culpepper. 

You say the farmers know and it is generally known, as you indi- 
cated, that the TVA fertilizer is inferior. Why do you farmers accept 
it? You say it is a question of price. That is not the sole consideration, 
is it, that of price? 

Mr. Cutpreprer. Yes, in my opinion. 

Mr. Botanp. Do they get as good results with the TVA product 
as they do with private industry’ s products? 

Mr. Cutpeprer. Yes. 

Mr. Boutanp. They do? 

Mr. Cutpeprer. They get just as good results. It is a question of 
the storing and handling. Now, this question of mechanical condition 
of the product has been analyzed many times by our own company, 
and I would be happy to supply this committee with copies of results. 
Unquestioned to my knowledge is the ease with which it is applied, 
and the condition of its storage. 

I think this is inferred in TVA’s 1956 annual report in which they 
have a paragraph at the top of page 45— 

TVA during the year resumed pilot plant work on problems of granulating am- 
monium nitrate and several materials were found for reducing the material to the 
present plant product. 

Mr. Botanp. Why does not TVA pelletize its fertilizer? Would it 
cost more? 

Mr. Cutreprer. It would cost more. 

Mr. Botanp. Do you have to have different equipment? 

Mr. CuLpepPer. Yes, sir. 

Mr. Botanp. That is all, Mr. Chairman. Thank you. 

Mr. Cannon. Mr. Jensen? 

Mr. Jensen. I have listened with interest to Mr. Culpepper’s 
testimony, and I am glad he came before the committee to give me the 
benefit of the feeling of oa industry. 

Now, of course, Mr. Culpepper, this is not the first time, as vou 
know, that industry has complained about unfair competition in the 
fertilizer field with TVA. This matter has been before the committee 
off and on for several years. 

I think your testimony has been very fair and understandable. I 
think you are completely justified in coming before this committee 
and making this statement that you have. 

You have but one complaint, in fact, and that is that you feel that 
TVA has by this time completed their responsibility of demonstrating, 
through test farms and otherwise, the value of the different commer- 
cial fertilizers, and that to continue with this program, they are being 
unfair with industry, which pays taxes and interest on the money 
they borrow, et cetera. 

Now, of course, you are not the only private enterprise group that 
is complaining here about Government competition. We have many 
fields where the Federal Government is in business in competition 
with taxpaying private industry. 

I suppose it will always be thus. In my opinion, I feel, just as you 
folks do, that the responsibility for the test farms is pretty well 
completed. 
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When anyone mentions the fact that a Government agency has 
been responsible for increases in business of private industries, | am a 
little amused because private industry has done at least a dozen times 
more research in most every field that has the Government, and I 
think that is true in the fertilizer field. 

Yet I think the fertilizer branch of the TVA is the best part of 
TVA. I always liken that in reverse to the fellow who was selling 
furnaces. He said to the prospective buyer, ‘““My furnace will save 
half the coal,” and the old prospective buyer says, ‘I will take two of 
them and save all the fuel.”’ There is just about as much sense in 
saying that government has been responsible for increased sales for 
fertilizer as there is to that story. 

My guess is, my friend, that this Congress, having the complexion 
it has today, that your voice will be like a voice in the wilderness. I 
am sorry to say that. 

Mr. Cureprer. Thank you, sir. 

Mr. Jensen. That is all I have to say. 

Mr. Evins. Will the gentleman yield for one further observation? 

Mr. Cannon. Mr. Evins? 

Mr. Evins. Mr. Culpepper, you state, that you are for stopping 
research and in effect for closing the smokestacks, and then you say 
you are for “a true crop demonstration program.’’ What kind of a 
crop demonstration program would you define as a “‘true’’ program? 
Just give the committee the benefit of your opinion as to what kind 
of program in this area you would favor. 

Mr. Cuupeprer. Mr. Evins, I would like to say, I believe I pref- 
aced my statement with the opinion that if the Department of 
Defense, for national interest, thought the plant should be operated, 
the ammonium nitrate produced, whatever modest quantity is 
needed to keep it in standby, should be used in a true crop demon- 
stration test. I have in mind tests that are supervised, and the 
results reported, results which can be evaluated. It seems to me 
this could be done through the vocational agricultural students and 
4—H club members of this country. 

Mr. Evins. You are sort of like the lawyer that distrusts the fellow 
member of his profession. You distrust members of your own in- 
dustry that supervise the program. Your own industry is supervising 
distribution of TVA fertilizer. You are complaining about the super- 
vision of members of your own industry. 

Mr. Cu.peprer. Very few, percentagewise, of our industry have 
handled TVA’s ammonium nitrate 

Mr. Evins. You said you were not among those 165 that attended 
the TVA fertilizer mee tings last fall? 

Mr. Cu.pepper. No; I was not. 

Mr. Evins. Basically, vour objection is just one general com- 
plaint. You say you are for the program, but yet complain. Would 
you not admit that in addition to the national-defense angle, that 
agriculture, an industry in which you are directly connected, certainly 
should be included as one of the most important contributing to the 
national defenses of our country? 

Mr. Cutpeprer. I am sorry, Mr. Evins; 1 could not share that 
view with you. 

Mr. Evins. But the building up of our farms and agricultural 
resources certainly is important to national defensive strength. 
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Mr. Cuuprerrer. Sure. I share that, but 1 am questioning the 
part the relates to the distribution of ammonium nitrate, 97 percent 
of it; 1 am not questioning the 3 percent that really goes into demon- 
stration programs. I am sorry; I cannot agree with you in your 
views on that 97 percent. 

Mr. Evins. You are entitled to your views. I think the program 
has been of immense value to this Nation, not only contributing to 
our national defense but in contributions to American agriculture. 

Your testimony has demonstrated that the TVA fertilizer pro- 
gram has provided a yardstick on rates and has brought the price 
down from the Fertilizer Trust to the farmers of this Nation. 

That is all, Mr. Chairman. 

Mr. JensEN. I didn’t know we had a Fertilizer Trust in America, 
Mr. Chairman. 

Do we have a Fertilizer Trust? 

Mr. Cannon. We have had a Fertilizer Trust here from the 
beginning. 

Mr. JENSEN. You can call it a Fertilizer Trust if you want to, Mr. 
Chairman. However, it is not a Fertilizer Trust. 

Mr. Cannon. A rose by any other name would smell as sweet. 

Mr. Jensen. If we must continue to hear all this criticism of free 
private industry, free private enterprise, the system which has made 
America great and will keep it great, if the day comes when private 
industry is driven out of business because it cannot compete with 
federally subsidized business, then God help the American people. 

Mr. Evrys. Will the gentleman yield? 

Mr. Jensen. No, I will not yield now. 

I did not vield to you. 

Mr. Evins. The Chairman did. 

Mr. Jensen. | had the floor. 

Mr. Cannon. Mr. Jensen. 

Mr. Jensen. I have delved into this thing considerably, not only 
in this instance. When I say I have delved into this thing I mean the 
Federal subsidized competition with private industry. 

[ just wonder how the farmers of one State would get along if the 
farmers of a neighboring State were furnished land, machinery, seed, 
and help by the taxpayers of America interest free, tax free. I wonder 
how long the farmers of the taxpaying State and the interest-paying 
State, where the farmer has to go out and by the sweat of his brow 
day in and day out support his family and try to pay for a farm, and 
has to pay for everything that he buys, and every dime he borrows 
he has to pay interest on, and every dime he makes over and above 
a certain amount he has to pay income tax on, and he has to pay tax 
on all his property, I wonder how long that farmer would stay in 
business against the farmer who was furnished everything by Uncle 

sam, from the taxpayers of America. 

Why, the tax-free, interest-free farmer would be able to sell his stuff 
on the market at the market place for so much less than the taxpaying, 
interest-paying, slaving farmers did that the taxpaying, interest-paying, 
slaving farmer would be driven to the wall in nothing flat. 

And industry is up against that very same thing today, in many 
fields, including your industry. 

If any Member of Congress wants to support that kind of business, 
that is their business. But when they do they are going completely 
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against the Constitution of the United States of America, and I am 
going to support that Constitution. I don’t want any of this kind 
of socialism or unfair competition, and you can put that down in 
your little red book. 

Mr. Cannon. Mr. Evins. 

Mr. Jensen. And tell the world about it. 

Mr. Evins. I want to agree with my friend from Iowa on the 
importance of private industry in this country. 

Mr. JENSEN. You never have agreed with me. 

Mr. Evins. Will you hear the balance of my statement? 

Mr. Jensen. No, I would not. 

Mr. Evins. It will be put in the record. 

Certainly industry has made a great contribution to this country 
Our great industries are important and of immense worth and value. 
After they have received the benefit of patent royalties, though, 
and after they have received the benefit of TVA research, after their 
profits have increased as a result of test demonstration programs and 
other allied works of the Government, then they soon forget the 
teacher that helped them in many areas. 

The fertilizer industry receives the benefits from research, you 
receive the benefits from patent rights that are granted to you free 
and without royalty, without any expense to your industry, and all 
of this research inures to the benefit of the private industries of the 
Nation. 

In addition your industry has profited by increased sales, increased 
business and profits, increased dividends in some measure by TVA’s 
programs, both directly and indirectly. 

The whole purpose of this is to stimulate its use. 

After benefiting from TVA’s work then you turn around and bite 
the hand that assists you and do not give recognition to the teacher. 
That is what I complain about Mr. Chairman, with private industry 
in many cases. They always want certain things from Uncle Sam, 
but they refuse to give recognition to their benefactors. 

They soon forget the teacher and those who assist them. It 
amounts to ingratitude and disloyalty. 

1 repeat, we all recognize the importance of private industry to our 
country and to this Nation, but they are not without fault. We 
should also remember that the public interest must be served. 

Mr. Cutpreprer. Might I make an observation on that without 
appearing to be argumentative? 

Mr. Cannon. Mr. Culpepper. 

Mr. Cutprrrer. While it seems to me, Mr. Evins, that a person 
can give recognition to institutions or individuals for contributions 
they made, contributions unquestioned in this case, without taking 
the position that because those contributions were made those insti- 
tutions or those individuals therefore should be continued indefinitely. 
That is our position in regard the TVA. I would like to make that 
statement without appearing to be argumentative. 

Mr. Botanp. Your contention is that TVA has served its purpose 
in this field and ought to be out of business? 

Mr. Cutpeprer. My position is roughly this: We experience every 
day in ordinary life and in other places, that regardless of how good 
an individual is, or what contributions he makes, he reaches a retire- 
ment age after a while. He moves on and makes himself useful to 
other people in other ways. 
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I thnk TVA can continue in research. But in this large distribution 
of ammonium nitrate, they have served their purpose. The fact they 


made a contribution in the early days does not 

Mr. Evins. In other words, you say there is no further knowledge 
to be gained and no further research to be developed and no further 
benefits—as I said earlier you would stop research and close down 
the plant. TVA officials testified earlier they are making additional 
researches on phosphates and products in Florida, in the West, and 
in other areas of the country. They claim there are unbounded fields 
where research has not yet been tapped. 

Mr. Bouanp. Actually how much more research can you make in 
this ammonium nitrate field? 

Mr. Cutpepperr. [ could not answer that question. We know of 
none. We know of no contribution in the technology of ammonium 
nitrate in the past 4 or 5 vears. 

Mr. Botanp. As a matter of fact, there has been no particular 
advance which makes that fertilizer a better fertilizer since 1936 or 
so. Is not the nitrogen content of ammonium nitrate the same today 
as it was 20 years ago? 

Mr. CuupeprrerR. Yes; it is. The physical condition, the con- 
dition in which it is processed and made available to farmers, is 
greatly different from what it was in the early days, but there has 
been no improvement made on that in the past 10 years. 

Mr. Botanp. You do not want the TVA to shut down its fertilizer 
processes completely? 

Mr. Cutpgprer. No. My position is this: These are Government 
plants. They are part of our national-defense setup. I am no expert 
in national defense. 

I might say parenthetically it looks to me like in our national 
defense, the greatest attention is in the direction of atomic fuels. 
That direction would indicate to me, though I am no technicial per- 
son, that our national-defense needs in connection with an ammonium 
plant or a nitrate-acid plant is not very great. 

If our national defense states they need these plants of TVA in 
standby condition, then TVA should operate those plants and have 
whatever money is required to keep them in standby condition. 
The ammonium nitrate produced from that operation should be 
distributed in a farm test demonstration program and not made 
available in competition with private industry. 

Mr. Ritey. Did I understand, Mr. Culpepper, that the TVA 
formerly made superphosphate fertilizer in large quantities and they 
curtailed that after they proved they could produce that type of 
product, and that it was beneficial to agricultural interests? 

Mr. Cutpeprer. Yes. My statement is paraphrasing the state- 
ment they made in their 1956 annual report where they state their 
production of triple super in 1956 was approximately 42,000 tons, 
down from an all-time high of 160,000 tons. 

Thev say developments and educational work on concentrated 
superphosphate has been substantially completed, and industry 
production has been increased greatly. 

TVA output for the year amounted to 41,200 tons compared with 
89,700 tons produced in 1955 and about 160, 000 tons a few years ago. 

Mr. Ritey. How much is their production now? 

Mr. CuuprepreEr. In 1956 they report 41,200 tons. 
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Mr. Rirtey. Does the same situation prevail there which you called 
to our attention with regard to the ammonium nitrate? 

Mr. CuLperrrer. Yes, Mr. Riley. That is our view. 

Mr. Ritey. That is all, Mr. Chairman. 

Mr. Cannon. Of course, we cannot ignore the industrial and com- 
mercial tendency of the time toward consolidation and monopoly. 
All industries are being organized and consolidated and as nearly as 
possible establishing monopolies. That is true in many lines. 

Of course, in the fertilizer business there are organizations and a 
definite understanding as to conditions, qualities, prices. 

When you turn a little industry over for manipulation by a few 
big companies, there is no one to look after the interest of this poor 
hard- working farmer Mr. Jensen was talking about. 

Fertilizer has become a very important part of the cost of production. 

We have worked out the fertility of our new soils everywhere. All 
over the United States soils are depleted and require fertilizer. The 
cheaper cost of that fertilizer is a vital thing. 

TVA produces fertilizer and it shows what the cost should be, how 
cheaply and reasonably it can be produced. 

As long as it is producing fertbize and putting it on the market, 
although conditions are changed in some minor respects, the great 
fertilizer companies, the or mialaniion of fertilizer companies must sell 
it to the farmer at a reasonable price. They cannot put it up to 
where the sky is the limit. 

In that respect TVA renders a great service. In that respect TVA 
renders a great service in the cost of producing electric current. 

The amount that they produce is infinitesimal. It is a drop in the 
bucket. It does not interfere with the market. 

These gentlemen who appear before us are not concerned about the 
amount put on the market but they are concerned about the price. 
That is what they object to. 

They are held down in their prices by a great agency here which 
shows what the reasonable cost of production should be. 

We are not only protecting the farmer in keeping down the cost of 
production to a reasonable price and manufacture and distribution 
people to a reasonable profit. The cheaper the farmer can produce 
food the cheaper the consumer can buy it, so in producing fertilizer 
here we are contributing to the interest not only of the farmer who 
grows the food but we contribute to the interest of the great masses 
of people in the cities who consume the food. 

In the interest of both we must keep fertilizer profits down to 
reasonable levels. 

The manufacture of fertilizer by these few great companies which 
have control of the fertilizer industry has been more and more profitable 
as years have gone by. They are making larger profits and declaring 
larger divide nds now than they ever did before. They have nothing 
to complain about. 

TVA has no idea of taking over and the Government has no idea 
of taking over control of the industry, certainly not a monopolization 
industry. However, there must be some way to protect the farmer 
and the consumer, and this is about the only way we know of—by 
putting on the market a product which, while not exactly the product 
in finished form that the fertilizer firm sell today, pelletized and ready 
for use, nevertheless it is a yardstick which marks the cost of produc- 
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ing pure fertilizer, and the infinitesimal quantity put out, the amount 
that they put into commerce as compared with the amount produced 
and put out by the fertilizer institute as a whole is infinitesimal. 

Mr. Taber could not be here today. He asked me if the following 
letter from the nitrogen division of Allied Chemical & Dye Corp., of 
New York, which relates to the matter under consideration could be 


placed in the record at this point. 


Without objection we will include Mr. Taber’s statement and his 


letter. 
(The letter referred to follows:) 


NITROGEN DIVISION, 
ALLIED CHEMICAL & Dye Corp., 


Hon. JoHn TABER, 
House of Representatives, 
Washington, D. C. 


New York, N. Y., July 26, 1957. 


Dear Mr. Taser: Your interest in Government economy and the preservation 
of the free enterprise system has long been an encouragement to me personally, 
as well as my company and others of your constituents. Consequently, I am 
emboldened to write to you about a matter which I believe is now before your 
subcommittee of the Committee on Appropriations, namely, the TVA and its 


fertilizer program. 


My particular business interest is the production and sale of nitrogen materials. 
Nitrogen is an essential plant food and much of our business is therefore to supply 
the fertilizer industry with its nitrogen raw materials. Nitrogen is also essential 
to the manufacture of all types of explosives, both military and industrial, except 
the nuclear variety, and is accordingly necessary to the national defense. The 
nitrogen industry is an unsubsidized, taxpaying, private industry involving about 
35 companies in the United States, a very large investment and at present sub- 
stantial excess capacity. Imports of nitrogen materials for fertilizer manufacture 


or use are substantial and not subject to tariff. 


Despite this background, the nitrogen industry has for many years been beset 
with below-market competition from the TVA which produces and sells ammonium 
nitrate and other nitrogen materials at its Sheffield, Ala., plant ostensibly under 
a so-called “dealer demonstration program’ for educational and experimental 
purposes. Perhaps I can place the program in a different perspective for you. 

The Annual Report of TVA for 1956 defines the purposes of the dealer-demon- 
stration program as fourfold: (1) to introduce to farmers new and improved 
fertilizers; (2) to promote the adoption of improved fertilization practices by 
farmers; (3) to lower the cost of plant nutrients to farmers, mainly through the 
use of TVA phosphates in high analysis mixtures and bulk handling of fertilizers; 


and (4) to improve products, processes, and distribution systems. 


As to whether this program is accomplishing its purposes, it might be well to 


review TVA’s disposition of its ammonium nitrate. 


For the fertilizer year ending July 1, 1956, domestic consumption of ammonium 
nitrate approximated 1,115,000 tons. Estimated capacity of domestic producers 
of around 1,500,000 tons indicates that there is no shortage of productive capacity. 
Ammonium nitrate is certainly not a new fertilizer and TVA ammonium nitrate is 
generally regarded as inferior in quality to that produced by private industry. 
TVA, however, distributed 139,000 tons of ammonium nitrate in 1956 of which 
97 percent was distributed through the dealer-demonstration program. It is 
believed that any candid dealer who participated in this program would state 
that this use of ammonium nitrate was not supervised and that fertilization 


practices of farmers were not improved. 


There is no indication that bulk handling of this fertilizer lowered the cost to 
the farmer or that the product, process or distribution system was improved 
although the quantity of ammonium nitrate distributed by TVA in direct com- 


petition with industry exceeded 10 percent of domestic consumption. 


This annual 


report indicates that TVA has resumed pilot plant work on improving the granula- 
tion of its ammonium nitrate but since existing industrial product is superior to 


TVA’s product, there is a question as to the value of this work. 


TVA also an- 


nounced construction of a new warehouse for storage of ammonium nitrate 
which will, in part, assure dealers of a supply during periods of heavy demand. 
In view of existing industrial capacity and the quality of the industrial product, 


it would appear preferable for TVA to abandon development work on and expan- 
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sion of facilities for production of ammonium nitrate. If the Department of 
Defense finds the TVA plants essential to national defense in view of existing 
domestic capacity, these plants could be maintained in standby condition with 
minimum operation and minimum competition with industry. If TVA’s ammo- 
nium nitrate plants are not essential to national defense, there appears to be no 
reason for their operation. This conclusion would also appear applicable to 
TVA’s other fertilizer plants. 

With reference to the research phase of the TVA fertilizer program, there may 
have been a time when governmental activity in this area was necessary. Today 
the number of companies which are pursuing research in the field of fertilizers is 
large and these efforts are producing substantial results. Although the TVA 
Annual Report for 1956 states that its center is the only facility in the United 
States equipped to carry fertilizer research from the laboratory through pilot- 
plant stages to plant-scale operation, this is not factually correct. We would be 
glad to have you inspect our research and development facilities if you have any 
question in this respect and I am sure other companies would offer you the same 
invitation. 

TVA states that it is undertaking projects to encourage marketing research on 
fertilizers because little investigation is being done in this field. This seems to 
ignore the fact that materials producers and many, if not most, fertilizer mixers 
are daily. engaged in market research. At present, it is believed that private 
industry is equipped and is conducting research and development as well as 
TVA. For this reason, a necessity for TVA research is not now apparent. 

During the fertilizer year 1955-56, 3,066 farmers participated in TVA’s test 
demonstration program which generally continues for 5 years on each farm. 
Again there may have been a necessity for such paternal education at one time, 
but it is not believed necessary today. Industry is conducting demonstration 
tests on a large scale, although not as elaborate as TVA. During the last fertilizer 
year in the State of Ohio, 1,100 tests were conducted under the auspices of the 
National Plant Food Institute. The program which has recently been under- 
taken by this institute will, in 2 years, include most of the States east of the 
Rocky Mountains and will provide an independent approach to the test demon- 
stration program. 

I earnestly hope these comments will shed some light on the TVA problem in 
one of its more troublesome aspeets and am certain abundant confirmation could 
be obtained, if desired. 

Sincerely yours, 
Hvuaco Riemer, President. 

Mr. Cannon. Is there anything further? 

(No response. ) 

Mr. Cannon. The committee stands adjourned. 
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Turspay, JuLty 30, 1957. 
SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 


LOUIS C. RABAUT, Michigan, Chairman 
OTTO E. PASSMAN, Louisiana EARL WILSON, Indiana 
WILLIAM H. NATCHER, Kentucky BENJAMIN F. JAMES, Pennsylvania 


DISTRICT OF COLUMBIA 


WITNESSES 


ROBERT E. McLAUGHLIN, COMMISSIONER, PRESIDENT OF THE 
BOARD OF COMMISSIONERS 

BRIG. GEN. THOMAS A. LANE, ENGINEER COMMISSIONER (RETIR- 
ING 

COL. ALVIN C. WELLING, ENGINEER COMMISSIONER (EFFECTIVE 
AUGUST 1, 1957) 

SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL ADMIN- 
ISTRATION 

WALTER L. FOWLER, BUDGET OFFICER 





Mr. Rasavut. The committee will come to order. We welcome 
General Lane before the committee. We will be pleased to hear from 
you at this time, General Lane. 


SERVICES OF GENERAL LANE 


General Lane. Mr. Chairman, it is a great pleasure to come before 
this committee once again before my departure from the office of 
Engineer Commissioner of the District of Columbia. It has been 
a great education for me and a great privilege for me to appear before 
this committee repeatedly during my service here, and I appreciate 
the courtesy all members have shown to me during all my appear- 
ances. 

I leave my duty in the city with great regrets, severing pleasant 
relationships, and going to a new and important post with the De- 
partment of the Army. 

| have the pleasure of having with me my successor, Col. Alvin C. 
Welling, who will take office on the Ist of August. I have the pleasure 
of presenting him to the chairman and to the committee. 

Mr. Raspaur. We are certainly pleased and happy to officially 
meet the colonel. I had the pleasure of meeting him last night. We 
hope he will find his work as pleasant as you have. 

I want to say—and I think I voice the sentiments of other members 
of the committee as well—that we have always enjoyed your appear- 
ances before the committee, General Lane, and we would like to have 
on the record the deep study and sincere thought that was evident in 
every one of your activities. To do your best is really the best. It 
rings a bell in any man’s mind who realizes that a person is putting his 
all into everything he is trying to do, and that was my appraisal! of 
your work and your effort for the benefit of the people of the District 
when you were assigned to this high office. We want to say in front 
of Colonel Welling that we hate to see you go, and in the same breath 
that we regret our loss of General Lane, we welcome you, Colonel 
Welling. 

We bid you goodbye, General Lane. 
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General Lane. Mr. Chairman, I deeply appreciate those sentiments 
of very high praise. I do not think | am worthy of them, but | hope 
I will live up to the standards you have set for me. 

Now if I may be excused, I have a meeting with the Planning 
Commission. 

Mr. Rasavut. You may be excused to attend the meeting at the 
Planning Commission. 

Mr. PassMan. I want to concur in the remarks of the Chairman 
and to extend my best wishes. 

Mr. James. Mr. Chairman, I concur with your very well-expressed 
sentiments. 


SUPPLEMENTAL ESTIMATES, HOUSE DOCUMENTS NOS, 198 AND 213 


Mr. Rasaut. We will insert the pertinent parts of House Docu- 
ments Nos. 198 and 213 at this point. 
(The matter referred to follows:) 


(H. Doe. 198) 
“DISTRICT OF COLUMBIA 
“(Out of District of Columbia funds) 
“OPERATING EXPENSES 
“COMPENSATION AND RETIREMENT FUND EXPENSES 


“For an additional amount, fiscal year 1957, to ‘Compensation and retirement 
fund expenses’, for financing the liability of the District of Columbia to the 
‘Civil service retirement and disability fund’, $1,033,000, of which $83,900 shall 
be payable from the highway fund, $37,300 from the water fund, $32,000 from the 
sanitary sewage works fund, and $2,600 from the motor vehicle parking fund.” 

This amount is to enable the District to pay its share of the civil service retire- 
ment costs for the fiscal vear 1957 as the result of an increase in rate effective 
October 1, 1956. 

“‘\IISCELLANEOUS 


‘SETTLEMENT OF CLAIMS AND SUITS 


“For the payment of claims in excess of $250, approved by the Commissioners 
in accordance with the provisions of the Act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $14,778. 


“JUDGMENTS 


“For the payment of final judgments rendered against the District of Columbia 
as set forth in House Document Numbered 198 (Kighty-fifth Congress), $11,958, 
together with such further sums as may be necessary to pay the interest at not 
exceeding 4 per centum per annum on such judgments, as provided by law, from 
the date the same became due until the date of payment. 


Amount of Costs Total 
judgment 


Myra Mcknight $750 $11. 50 $761. 50 
Vernstone Stone. 1, 000 54.75 1,054.75 
Edith F. Jones and 200 |) . . 
Robert C. Jones 200 |f 1. 3 451. 80 
Lottie I. Young and. 5, 000 \ 132. 20 » 132. 20 
Leroy Young 4,000 (J 
Ida H. and Richard R. Doys 250 3. 50 253. 50 
Washington Post and Times Herald, Ine 99, 15 99. 15 
Harriet Knazak 200 5. OO 205. 00 


Total 11, 600 357. 90 11, 957. 90 


Toda da. aad Ghaek tacoaeee 
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“AUDITED CLAIMS 


“For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general or special funds 
of the District of Columbia as provided by law (D. C. Code, title 47, see. 130a), 
being for the service of the fiscal year 1956 and prior fiscal years as set forth in 
House Document Numbered 198 (Eighty-fifth Congress), $107,652, together 
with such further sums as may be nécessary to pay the interest on audited claims 
for refunds at not exceeding 4 per centum per annum as provided by law (Act of 
July 10, 1952, 66 Stat. 546, sec. 14d). 


Deportation of nonresident insane, District of Columbia, 1944 : $46. 45 
Operating expenses, Metropolitan Police, District of Columbia, 
1945, personal services _ _- ¥ 96. 77 


Operating expenses, Metropolita 2n Police, District of Columbia, 
1946, personal services «..- . ns 6. no sinus ne - se — 66. 69 


Operating expenses, Fire De pe artment, District of Columbia, 1946, 


personal services - - - 58. 06 
Salaries and expenses, Colle ctor’s Office, District of Columbi: i, , 19 18, 
refunds Zia ; ee 23. 3, 463. 85 
Operating expenses, Metropolitan Police, District of Columbia, 
1949, personal services 66. 07 
Salaries and expenses, Collector’s Office, District of Columbia, 1950, 
refunds___ eee 237. 40 
Operating expenses, Metropolitan Police, District of Columbia, 
1950, personal services - _ - pened 52. 15 
Capital outlay, Street and Bridge Division, highway fund, District 
of Columbia, 1950—51 11, 326. 63 
Salaries and expenses, Collector’s Office, District of Columbia, 1951, 
refunds : 51. 50 
Operating expenses, Division of Sanitation, public works, District 
of Columbia, 1951, personal services 387. 83 
Salaries and expenses, fiscal services, District of Columbia, 1952, 
Collector’s Office, refunds 4, 196. 01 
Salaries and expenses, fiscal services, District of Columbia, 1953, 
Collector’s Office, refunds_ be uh 1, 384. 86 
Operating expenses, Metropolitan Police, District of Columbia, 
1953, personal services 80. 85 
Operating expenses, Fire Department, District of Columbia, 1953, 
personal services - 229. 78 
Operating expenses, Washington Aqueduct, water fund, District of 
Columbia, 1953, personal services___ 154. 50 
Operating expenses, Metropolitan Police, District of Columbia, 
1954, personal services : ' 302. 38 
Operating expenses, Fire Department, District of Columbia, 1954, 
personal services -_ _ _ - ane ae oe : 3 449. 47 


Operating expenses, courts, District of Columbia, 1955, reimburse- 
ment to the United States for services rendered by the judiciary 
and the Department of Justice_- ee —i.s S500 60 


WOW ei sii 0 EO Na ho a a hee oa 107, 651. 25”’ 


These amounts are for payment of claims that have been settled by the Office 
of the Corporation Counsel and approved by the Commissioners; for the pay- 
ment of costs of judgments rendered against the District of Columbia; and for 
the payment of claims chargeable against appropriations that have either expired 
or have been exhausted. 
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(H. Doe. 213) : 
“DISTRICT OF COLUMBIA 
“(Out of District of Columbia funds) 
“OPERATING EXPENSES 


“OFFICE OF CORPORATION COUNSEL 


“For an additional amount, fiscal year 1958, for ‘Office of Corporation Counsel’, 
$55,000. 


“COURTS 


“For an additional amount, fiscal year 1958, for ‘Courts’, $98,000.” 

These proposed supplemental appropriations are to enable the District of Co- 
lumbia to put into effect the program authorized by Public Law 85-94, approved 
July 10, 1957, which provides for the enforcement of duties of support by re- 
ciprocal action with other States. 


“DEPARTMENT OF LICENSES AND INSPECTIONS 


“For an additional amount, fiscal year 1958, for ‘Department of Licenses and 
Inspections’, $10,000.” 
This amount is requested for use in the period April 1 to June 30, 1958, to carry 


out the provisions of the District of Columbia Charitable Solicitation Act, Public 
Law 85-87, approved July 10, 1957. 


“NATIONAL ZOOLOGICAL PARK 


“For an additional amount, fiscal year 1958, for ‘National Zoological Park’, 
$49,000.”’ 

These additional funds are required to pay increased salaries resulting from 
conversion, by the Smithsonian Institution, of animal keepers from the general 
schedule series to wage-board classifications effective July 1, 1957. 


“CAPITAL OUTLAY 


“PUBLIC BUILDING CONSTRUCTION 


“For an additional amount for ‘Capital Outlay, Public Building Construction’, 
for acquisition of a site for an addition to Bryan Elementary School, preparation of 
plans and specifications, construction, including building improvements and altera- 
tions and treatment of grounds, and purchase of furniture and equipment for additions 
to the following elementary schools: River Terrace, Bryan, Noyes, and Kingsman; 
to remain available until erpended, $2,731,000, of which $146,500 shall be available 
for construction services by the Director of Buildings and Grounds or by contract for 
architectural engineering services, as may be determined by the Commissioners, and 
the funds for the use of the Director of Buildings and Grounds shall be advanced to 
the appropriation account, ‘Construction Services, Department of Buildings and 


Grounds’.”’ 


The above amount is needed to relieve the extremely overcrowded conditions 
existing in the schools mentioned above. Part-time classes are now necessary at 
these schools in an attempt to alleviate this condition. 


“MISCELLANEOUS 


“JUDGMENTS 


“For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document Numbered 213 (Highty-fifth Congress), $3,080, 
together with such further sums as may be necessary to pay interest at not ex- 
ceeding 4 per centum per annum on such judgments, as provided by law, from the 
‘date the same became due until the date of payment. 








Amount of Costs 
judgment 


George Washington University. - i ; | $63. 65 $63. 65 
Robert R. Ellis : $1, 650. 00 | 30. 1, 680. 70 
Barney Goldstein and Edith Goldstein 545. 42 | 5 560. 42 
Jessie Irene Watson 750. 00 24. 774. 80 


Total. , 3% 2, 945, 42 | 3, 079. 57 


“AUDITED CLAIMS 


“For an additional amount for the payment of claims, certified to be due by the 
accounting officers of the District of Columbia, under appropriations the balances 
of which have been exhausted or credited to the general fund of the District of 
Columbia as provided by law (District of Columbia Code, title 47, see. 130a), 
being for the service of the fiscal year 1956 and prior fiscal years as set forth in 
House Document Numbered 213 (Kighty-fifth Congress), $4,637, together with 
such further sums as may be necessary to pay the interest on audited claims for 
refunds at not exceeding 4 per centum per annum as provided by law (Act of Jul; 
10, 1952, 66 Stat. 546, sec. 14d). 


Operating expenses, Metropolitan Police, District of Columbia, 1945, 

Personal services _ _ - eh atia ; cited $225. 00 
Operating expenses, Metropolitan Police, District of Columbia, 1946, 

Personal services PE er on 149. 
Operating expenses, Metropolitan Police, District of Columbia, 1947, 

Personal services ‘ ' 2 129. 
Operating expenses, Metropolitan Police, District of Columbia, 1949, 

Personal services BG ‘ pi 130. 7 
Operating expenses, Metropolitan Police, District of Columbia, 1950, 

Personal services : : su 46 Hou 298. 
Operating expenses, Metropolitan Police, District of Columbia, 1952, 

Personal services iia uuviinen!s bce ik ee 234. 2: 
Operating expenses, Metropolitan Police, District of Columbia, 1953 

Personal services “ké Pg ay : 

Salaries and Expenses, Collector’s Office, District of Columbia, 1951, 

Refunds. -- Sa (DITIURTE OULU LUE Suds : ‘ 
Operating expenses, Department of Public Welfare, District of Co- 

lumbia, 1951, Adjustment of exceptions by Social Security, Public 

Assistance_ ____- ae 2 A 119. 57 
Operating expenses, Department of Public Welfare, District of Co- 

lumbia, 1952, Adjustment of exceptions _ - _-_- ; wry 3 757. 
Operating expenses, Department of Public Welfare, District of Co- 

lumbia, 1953, Adjustments of exceptions Jeet es 858. 59 
Operating expenses, Department of Public Welfare, District of Co- 

lumbia, 1954, Adjustment of exceptions _ _ - ut pu ISVL OAS 460. 57 


Total J : eee es SEY Joke fe 4, 636. 48” 


These amounts are for payment of claims that have been settled by the Office 
of the Corporation Counsel and approved by the Commissioners; for the payment 
of costs of judgments rendered against the District of Columbia; and for the pay- 
ment of claims chargeable against appropriations that have either expired or 
have been exhausted. 

“Division oF EXPENSES 

“‘The sums appropriated in this Act for the District of Columbia shall, unless 
otherwise specifically provided for, be paid out of the general fund of the Dis- 
trict of Columbia, as defined in the District of Columbia Appropriation Acts 
for the fiscal years involved.” 

Mr. Fow.er. Mr. Chairman, the Commissioner has a brief opening 
statement. 

Mr. Rasaut. We will be pleased to hear from him now. 
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GENERAL STATEMENT OF ClowrMIssIONER McLAUGHLIN 


Mr. McLauenum. Mr. Chairman and members of the comimittee: 
I em very happy to be privileged to appear before you in support of 
the supplemental estimates of appropriations included in House 
Deécument No. 213. 

We submit for your consideration the written justifications and a list 
of witnesses who will further support the items. 

The committee will observe that some of the requests are based 
upon legislation enacted during this session of the Congress. 

The National Zoological Park’s request is based upon mandatory 
conversion of positions in accordance with section 105, Public Law 
763 and the judgments and claims of the District government. are in 
accordance with provisions of existing laws. 

Under “Capital outlay, publie building construction,” we are asking 
for an additional amount of $2,731,000. It is expected that the class- 
room situation in the schools listed will be critical by September 1957. 

The Commissioners have carefully considered the emergency aspects 
of this condition in the public-school system in a hearing with the 
Superintendent of Schools and his staff. We most earnestly support 
these increases for additional capital outlay. 

We feel that providing relief for these overcrowded conditions will 
relieve a considerable amount of hardship on families in the com- 
munity as well as a very difficult administrative problem for the public- 
school system. 


Unexpected increases in our anticipated revenues will be more than 
sufficient to cover these costs. 


FINANCIAL STATUS OF GENERAL FUND 


Mr. Rasavur. What was the status on June 30, 1957, of the general 
fund? 

Mr. McLaveutin. I will ask Mr. Schuyler Lowe if he has those 
figures. 

Mr. Lowr. The approximate figures, unless Mr. Fowler has a 
more recent estimate than I have with me, we were finishing up the 
year with a surplus of approximately $8,600,000. Those are fig- 
ures that are subject to final verification as to minor detail. 

Mr. Rapsavr. What do vou anticipate it will be a year from now? 

Mr. Lowe. At the end of the present year, assuming the approval 
of these estimates that we are here today to discuss, we would antic- 
ipate a surplus at the beginning of next year of $5,746,000. 

Mr. Rasaut. How would that compare with a year ago? 

Mr. Lower. We entered fiscal year 1957 with a surplus of approxi- 
mately $1,480,000, and during the year we released a little over $3 
million of unexpended balances, but the principal point as to the 
difference between these comparatively large surpluses at the be- 
ginning of fiscal 1958 and the beginning of fiscal 1959 was attributable 
to a very large increase in local taxes that began to take effect during 
fiscal 1957, and particularly to the fact that the receipts from the new 
individual income tax ran considerably above the original estimates, 
better than $5 million a year above the original estimates. 
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STATUS OF CAPITAL OUTLAY PROJECTS 


Mr. Rasavt. Will you submit to the committee a statement 
showing the amounts of appropriations, obligations to date, and the 
unobligated and/or unexpended balance of each uncompleted project 
contained in the capital outlay appropriations for the past 3 years. 

Mr. Fow ter. Is that of the general fund or all funds? 

Mr. Rapavut. You had better make it all of them. 

(The information requested was submitted to the committee:) 


JUSTIFICATION DATA OF ITEMS CONTAINED IN HOUSE DOCUMENT 198 


Mr. Rasavut. The items contained in House Document No. 198 in 
the amount of $1,167,388 are in the nature of mandatory items in the 
cost of operating the District of Columbia. We will insert in the 
record at this point the justifications on the items contained in that 
document. 

(The matter referred to is as follows:) 


DISTRICT OF COLUMBIA 
COMPENSATION AND RETIREMENT FUND EXPENSES 


“For an additional amount, fiscal year 1957, for ‘Compensation and Retirement 
Fund Expenses,’ $1,033,000, of which $83,900 shall be payable from the highway 
fund, $37,300 from the water fund, $32,000 from the sanitary sewage works fund, 
and $2,600 from the motor vehicle parking fund to be available, together with 
the amount appropriated in the District of Columbia Appropriation Act, 1957, 
for financing the liability of the District of Columbia to the ‘Civil service retire- 
ment and disability fund’.”’ 

Prior to 1957 the District of Columbia contributed to the civil service retirement 
fund an annual amount based on a formula determined by the Civil Service 
Commission and applied it against the sum total of the payrolls of the last com- 
plete fiscal year. These amounts have been paid annually to the retirement fund 
on this basis. On September 20, 1956, the Retirement Division of the Civil 
Service Commission informed the District that the amount due the civil service 
retirement and disability fund from the government of the District of Columbia 
for the fiscal year 1957 would be as follows: 

“1. Apply the factor of 4.92 percent to payrolls paid to your employees covered 
by Civil Service Retirement Act for the period July 1, 1956, to September 30, 
1956. 

**2. Apply the factor of 6% percent to payrolls paid to your employees covered 
by the ner Service Retirement Act for the period October 1, 1956, to June 30, 
1957.” 

The District has been considered in the same category as Government-owned 
corporations and this has resulted in the aforementioned request for increased 
payment for the 1957 fiscal year. 

Based on the latest available information and applying the aforementioned 
percentages the estimated amount to be due for the fiscal year 1957 is $3,666,000 
less the amount of $2,633,000 already available, leaving a balance of $1,033,000, 
the amount requested. 


SETTLEMENT OF CLAIMS AND Suits 


‘For the payment of claims in excess of $250, approved by the Commissioners 
in accordance with the provisions of the Act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $14,778.” 

The District of Columbia Appropriation Act, 1957, under the head of ‘Office 
of the Corporation Counsel,’’ including the amount of $10,000'for the settlement 
of claims not in-excess of $250 each, approved by the Commissioners in accordance 
with the act of February 11, 1929, as amended. 

The accompanying estimate of appropriation of $14,778 is submitted in order 
to pay claims under the same act of Congress which are in excess of $250 each, as 
follows: 





Claimant 


James E. Cross and DanielE. Baker. 


Frieda Busby....-......-. 


Joseph Barnett and Jeanne M. Bar- 
nett. 


Madeline E. Daley 


M. Frank Meenehan, John F. 
Meenehan, Mr., and Vincent J. 
Meenehan, trading as J. F. 
Meenehan’s Sons Co. 

Lillian Barnes v. D. C...----.------ 


Bessie Laibman vy. D. C 


Eva Katcher v. D. C_.- 


Bonuso v. D. C 


David J. Defourneaux and Mary 
Jane Woods. 


A. Melville Cox (Northwestern 
National Casualty Co.). 


Reta Taylor vy. D. C 


Total_-__-. 


1 For Cross. 
2 For Baker. 
3 Unstated. 
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Nature of claim 


Personal injuries (broken nose, 3 fractured 
ribs, laceration of lip, and loss of 4 teeth 
sustained by Mr. Cross, and serious 
laceration of throat sustained by Mr. 
Baker) and property damage as the 
result of a collision with private vehicle 
owned by member of MPD, on Jan. 3, 
1953, on Pennsylvania Ave. near 3lst 
8t. SE. 

Personal injuries (sever comminuted, dis- 
placed fracture of both bones of left fore- 
arm just above wrist, permanent dis- 
ability) sustained as result of fall on 
sidewalk in 1700 block of Irving St. 

Personal injuries (sprained ankle) sus- 
tained by Mrs. Barnett and personal 
injuries (lumbosacral strain) sustained 
by Mr. Barnett when he helped his wife 
up from fall on defective sidewalk in the 
3800 block of Rodman St. NW. on Dec. 
18, 1955. 

Personal injuries (V-shaped laceration of 
left kneecap) sustained as result of fall 
on defective sidewalk at Ogden and 
Center Sts. NW., on July 4, 1954. 

Property damage (basement flooded by 
broken water main) at hardware store 
at 3241 M St. NW, May 19, 1955. 


Personal injuries as the result of a fall on 
sidewalk in 3200 block of Georgia Ave. 
NW. on July 1, 1954. 

Personal injuries as result of fall on side- 
walk in front of premises 6440 5th St. 
NW. on Oct. 10, 1955. 

Personal injuries as the result of fall on 
sidewalk at 1619 Isherwood St. NE. 

Personal injuries as result of fall on side- 
walk at northeast corner of alley between 
yremises 1382 and 1388 Tewkesbury Pl. 
NW. on May 19, 1955. 

Personal injury claims of David J. De- 
fourneaux and Mary Jane Woods arising 
out of the death of Jane Marie Defour- 
neaux when tree fell at 873 Bellevue 
Circle SE. and struck her, July 22, 1955. 

Property damage to automobile owned 
by A. Melville Cox while parked in 
front of 1111 2d St. SE. when struck by 
Division of Sanitation truck on July 17, 
1956. 

Personal injuries as result of fall on side- 
walk on south side of L St. NW., be- 
tween 16th and 17th Sts. NW. on Nov. 
8, 1954. 


JUDGMENTS 


Amount of | Amount of 


claim or 
suit 


settlement 


1 $225.00 


$6,000.00 { "7378: 00 


(O) 2, 100. 00 


@) 582. 90 


10, 000. 00 315. 00 


629. 67 629. 67 


20, 000. 00 3, 000. 00 


10, 000. 00 600. 00 


50, 000. 00 
20, 000. 00 


1, 500, 00 
’ 
2, 500. 00 


(3) 750. 00 


338. 99 300, 00 


“For the payment of final judgments rendered against the District of Columbia, 


as set forth in House Document Numbered 198 (Kighty-fifth Congress), $11,958, 
together with such further sums as may be necessary to pay the interest at not 


exceeding 4 per centum per annum on such judgments, as provided by law, from 
the date the same became due until the date of payment.”’ 













Amount of 
judgment 








$11. 50 $761. 50 











EO i sa keducesbueddsascadee begaeine eas $750. 00 | 
Vernstone Stone. .--. . 1, 000. 00 54.75 1, 054. 75 
Edith F. Jones and a8 . WS ee 200. 00 
Robert C. Jones. ...-..3-i...- Viveadtlhcclbes cebudtaea 200. 00 51. 80 451. 80 
Lottie I. Young and Jatin KL SUUS pe02G5.10. cea 5, 000. 00 | , oan 
Leroy Young-.- jJe. Sou. puureie. jiu 4, 000. 00 132. 20 9, 132. 20 
Ida H. and Richard R. Doye__- SUZLO.6 uk 250.00 | 3. 50 253. 50 
Washington Post and Times- Herald, ‘Tuc... vd Suet ek dace edi ST 99.15 99. 15 
Harriet Knazak-_- winen gc Bots a db abhehhletn duldlaas CEQUEE. aki 200 00 | 5. 00 205. 00 








357. 90 11, 957. 90 












metal. j....-00...... sels ee ae 11, 600. 00 | 








AupItEp CLAIMS 






“For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general or special funds 
of the District of Columbia as provided by law (D. C. Code, title 47, sec. 130a), 
being for the service of the fiscal year 1956 and prior fiscal years as set forth in 
House Document Numbered 198 (Kighty-fifth Congress), $107,652, together 
with such further sums as may be necessary to pay the interest on audited claims 
for refunds at not exceeding 4 per centum per annum as provided by law (Act 
of July 10, 1952, 66 Stat. 546, sec. 14d). 











































Deportation of nonresident insane, District of Columbia, 1944- -- $46. 45 
Operating expenses, Metropolitan Police, District of Columbia, 

1945, personal sar ViCes LW | << ons) vie. cee 40 - - 96. 77 
Operating expenses, Metropolitan Police, District of Columbia, 

1946, personal services_______-_~--- 66. 69 


Operating expenses, Fire Department, District of Columbia, 1946, 


permonas pervices.. . ..c0-.xowswiel Ups 2 dowels < 58. 06 
Salaries and expenses, Collector’s Office, District of Columbia, 

ms SNIP N ann ek ils eee cee cree eh ee he oh ae ei wlad 3, 463. 85 
Operating expenses, Metropolitan Police, District of Columbia, 

TPS), personel scuvinne® 2 2 Be ad degee eA Sebi 66. 07 
Salaries and expenses, Collector’s Office, District of Columbia, 

S000, TORUROS . 22) sail gots Ed pee henkewnsewcns-s hank 237. 40 
Operating expenses, Metropolitan Police, District of Columbia, 

RESO) TIS IDN MORUIOO rn. cinintiving saRcciie aes aed ssl-o~ see ~ fee 52. 15 
Capital outlay, Street and Bridge Division, highway fund, District 

of Columbia, 1050+DE). oo. Seo cue taes 10, uo oo ne 11, 326. 63 
Salaries and expenses, Collector’s Office, District of Columbia, 

Ss PerUnGs.. . 6 tl th do abla de, ro ie . co = 51. 50 
Operating expenses, Division of Sanitation, Public Works, District 

of Columbia, 1951, personal services -_-_-------.---------- 387. 83 
Salaries and expenses, fiscal services, District of Columbia, 1952, 

I ae I i a cll tplcioe birch Bm elt dt 4, 196. 01 
Salaries and expenses, fiscal services, District of Columbia, 1953, 

pen a UID oo on mena ecedsnecewusns 1, 384. 86 
Operating expenses, Metropolitan Police, District of Columbia, 

3056,. peraonal Bervieds =. ~~ 1. <.- apn pases bes soe sc ssc e 80. 85 
Operating expenses, Fire Department, District of Columbia, 1953, 

Weentain? GOreeeew S46 OL Lab eu ie oo eC Lak 229. 78 
Operating expenses, Washington aqueduct, water fund, District 

of Columbia, 1953, personal services___......__._...-.---_-.-- 154. 50 
Operating expenses, Metropolitan Police, District of Columbia, 

1954, personal services SUDS0 PLL. bt RIGO AALS Ai a Sd .58 302. 38 
Operating expenses, Fire Department, District of Columbia, 1954, 

DO MERNNOUD: conte ce Rt bcd wb euesk ou wee anean 449. 47 
Operating expenses, courts, District of Columbia, 1955: Reim- 

bursement to the United States for services rendered by the 

judiciary and the Department of Justice_...........--------- 85, 000. 00 





Sree ae ee oe ae Ube uate eaten asuswhinat walk 107, 651. 


JUSTIFICATION DATA FOR ITEMS CONTAINED IN HOUSE DOCUMENT 
NO. 218 


Mr. Rapavt. Next we have several items contained in House 
Document No. 213. We will insert in the record at this point the 
justifications on the items contained therein. 

(The matter referred to is as follows:) 


OFFICE OF THE CORPORATION COUNSEL 


“For an additional amount, fiseal year 1958, ‘Office of Corporation Counsel’, 
$55,000.” 

Reciprocal enforcement of Support Act, $55,000.—All of the 48 States of the 
Union and several Territorial possessions have laws providing for the reciprocal 
enforcement of the obligation of parents, particularly fathers, to support their 
families. ‘These laws provide machinery under which absconding fathers may be 
brought before the courts of any jurisdiction in which they are found and re- 
quired, by court in that jurisdiction, to support dependent wives and children 
that have been abandoned in other jurisdictions. With the signature into law on 
July 10, 1957, of a similar enactment for the District of Columbia, machinery for 
the enforcement of the law must be set up in the District. The act authorizes, 
in section 24, appropriation of expenses for the carrying out of the act, including 
additional personal services for the Office of the Corporation Counsel. To ascer- 
tain the size staff, both professional and nonprofessional, that will be needed to 
carry on correspondence with all of the 48 States and several Territorial posses- 
sions, to evaluate the claims for support that will be sent to and from the District, 
to locate absconding spouses, to prepare the necessary pleadings and to follow the 
cases through the courts, the Corporation Counsel conferred with representatives 
of the office of the United States attorney, with the judges of the municipal court, 
with other local sources and with representatives from all the States of the Union 
attending a conference on this subject at New Orleans, La., in October 1956. 
From these various sources, it was concluded that the number of lawyers, clerks, 
investigators, and the amount of furniture and supplies listed below are abso- 
lutely needed to set up the operation and perform the functions required under 
this legislation. 

Additional personnel and other expenses are needed for the enforcement of this 
act, as follows: 


01 Personal services: 





1 GS-11 Assistant Corporation Counsel ----...-.-.----- .--- $6,390 

2 GS-9 Assistant Corporation Counsel____._._....-....-__.-. 10, 880 

a Cm a a no ont teas ae ea es ore 13, 860 
SCAT LEVI BROODS ve os eo oie tes ote nine Dawes anea dae 

ks, IN TIE VN 0 nsa.-0 x ts tose the een ee aotenaiae ane 10, 180 

04 Communication services__ ---- saup <a vioerk janx gal nara Paani meee 3, 690 


06 Printing and reproduction _ _ --- = z ‘ ee 


O7 Other contractual services... -..-...---------2.--2-2 LL 2% 22 OE 150 
US“ Suppiies and materials... ....--...-- oi wnssatoes teeta Lup 3 Ge 
Sy SONG. oo oe nn ss eee wee Uke eee eden ie 2, 868 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund____..._.......-_-.----.--_- 2, 612 
Total... eee eee a 14, 820 
Total-increase requested. ..—-. 2. 22. ce 2 -..--.. 56, 000 


Courts 


“For an additional amount, fiscal year 1958, for ‘Courts’, $98,000.” 


MUNICIPAL CourRT 


Reciprocal duties of support, $98,000.—The present system in use under the 
Criminal Statute as enforced by the United States Attorney’s Office has an ac- 
cumulated caseload per year of 400 ‘“‘Voluntary arrangements to pay’’, with an 
estimated 350 cases turned away as not meeting the jurisdictional requirements 
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of the code. Collections in these cases run approximately $110,000 per year, 
represented by about 5,000 separate payments or transactions. It is anticipated 
that under a corresponding arrangement the unit in this branch would, in the 
first year of operation, handle upward of 750 cases as an initiating State alone. 
This figure represents the 350 cases mentioned above, plus the 400 cases now 
handled through the United States Attorney’s Office, which would be turned over 
to this unit on a gradual basis. These figures are only representative of such a 
unit operating as an initiating State. 

There is some difference of opinion of the anticipated volume of cases handled 
as a responding State. Available figures from Baltimore, Md., and Puerto Rico 
indicate a 4 to 1 ratio of this type case over cases initiated in those locales. 
While the Baltimore area may be somewhat parallel to our own in respect to this 
problem, there is strong opinion that the ratio here would be, at least initially, 
about 8 to 1 since this area has become somewhat of a haven from such actions. 
This would mean that the total caseload would be in the vicinity of 6,650 in the 
first year of operation. This would no doubt level off in future years, perhaps to 
a 4 to 1 ratio or a total of about 3,750 per year. This includes both initiated cases 
and those received from other jurisdictions. It is estimated that moneys re- 
ceived and disbursed would be in excess of $250,000 per year involving at least 
10,000 transactions or payments. 

Application of funds.—$39,340 is to provide the following personnel: 





em ie ee $4, 525 
2 GS-4 Deputy clerks (financial), at $3,416.........--....-....-.--.- 6, 830 
Rite ORs OIC, TAG ne eae ide Fae 
a a shee te duson dima . 6,830 
2/ta-ee Clerk-stanogranhers, at: $3,416... en een nee 6, 830 
I ecre ere  ee e sx 3, 415 
1 Gs-6 Assignment clerk... ......-...--- soo aha kta: bibes Fates 4, 080 

ON 39, 340 


$19,660 will be needed for operating expenses, as follows: 
$2,000 will be required for penalty mail and $1,665 for telephone expenses. 
$2,870 will be needed for printing and reproduction of forms, record books, and 
stationery. 
$150 will be necessary to cover the cost of contributions to the group-life insurance 
program. 
$3,200 will provide the necessary supplies and materials. 
$1,650 will be needed for furniture, furnishings and fixtures, $4,500 for a posting 
machine, and $1,068 for six typewriters, at $178. 
$2,557 will provide funds for contributions to the civil service retirement fund. 
Thirty-nine thousand dollars will be used to convert basement storage rooms 
to office use, including the installation of under-floor conduits for electrical and 
telephone service, asphalt tile flooring, acoustical tile ceiling, painting of wall 
surfaces, installation of counters, shelving, etc.; also installation of adequate 
fluorescent lighting, and extending the present air-conditioning and ventilating 
system to serve these rooms. 
Financial analysis 
01 Personal services _ - _- 5 a aS aT El Beard paca Sa $39, 340 
04 Communication services: 


(i eee ee we n Eis Rea Sho ira oh haecedaee 1, 665 

I i ek re eres eee aes ccwal bs da la eich 2, 000 
i, <eeimting eng reprequoetvon.. . «=. decks woe kwan pean iadaannh 2, 870 
07 Other contractual services: 

DIAN CIID 3 idiot a es dele a ti abot es 150 

SR NE SULOT ORIN in cs knew cman cn nnaneenoaea! | CUpee 
ib) I IOOLONINIR 2. 2 2 5 Jaslene bw nccuwlciedad- ~~ 3, 200 


09 Equipment: 


Grants, subsidies and contributions, not specified: 
Civil service retirement fund____-- 


a ile ee ain at acinar OR 98, 000 
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LICENSES AND INSPECTIONS 
OPERATING EXPENSES 


“For an additional amount, fiscal year 1958, ‘Licenses and Inspections’, 
$10,000.” 

Administration of District of Columbia Charitable Solicitation Act, $10,000.— 
This supplemental budget is required for the fourth quarter of fiscal year 1958 
to carry out the provisions of the District of Columbia Charitable Solicitation Act, 
Public Law 85-87, July 10, 1957. It is anticipated that the regulations under this 
act will be in effect on April 1, 1958. 

The District of Columbia Charitable Solicitation Act provides for the regis- 
tration and control of all individuals, firms, copartnerships, corporations, stock 
associations, companies, societies, and other organizations engaged in soliciting 
for charitable purposes; to examine their financial books and records, to determine 
amount of collections, expenses, and distribution of funds; to investigate methods 
of making or conducting solicitations; where warranted, to suspend or revoke any 
certificate of registration. 

Experience in license issuance which is similar to issuance of registration certifi- 
cates and with the examination of the books and records of all automobile dealers, 
indicates that for the inception of this program 3 investigators and 3 clerks are 
required. The investigators will make investigations routinely and upon com- 
plaint and will audit financial records. The clerks will serve as registrars and 
perform typing, filing, and other necessary clerical operations. Also required are 
funds for furniture for the additional personnel—printing, postage, supplies, ete. 

The requested amount of $10,000 for the fourth quarter of fiscal year 1958 is 
based on the assumption that this Department will prescribe to the registered 
organizations and groups the format for the solicitor information cards specified 
in the act and that the organizations will furnish these to their individual solicitors. 
However, the act provides that the Commissioners may prescribe by regulation 
that individual solicitor information cards be issued and controlled in this De- 
partment. In such event, the present budget estimate for carrying out the pro- 
visions of the act and regulations may-not provide sufficient staff to adequately 
carry out the delegated responsibilities under the regulations. 


NATIONAL ZOOLOGICAL PARK 


“For an additional amount in fiscal year 1958 for National Zoological Park, 
$49,000.” 


JUSTIFICATION 


Conversion of animal keepers, $49,000.—This amount is urgently needed to meet 
the mandatory increased cost in personnel due to the conversion of animal keeper 
positions. In accordance with section 105, Publie Law 763, 83d Congress, title I: 
Amendments to Classification Act of 1949, Civil Service Commission Depart- 
mental Circular 770 and section 416 of the Smithsonian Institution Manual, 48 
positions were converted from general schedule of the Classification Act to Wage 
Board. As a result of a continuous personnel survey during the fiseal year 1957 
it was found that in comparison with other leading zoos in the United States the 
rate of pay for animal keeper positions at the National Zoological Park were far 
below the average. The cost of living index for Chicago, Detroit, New York, 
San Diego, and St. Louis averaged 119.4 in comparison with 117.9 for the District 
of Columbia. This small differential of 1.9 is not enough to demand the payment 
of low salary rates at the National Zoological Park and establishes the necessity 
for this conversion action. The following tabulation reflects the differences in 
rates of pay for similar duties and responsibilities involved in the care, custody, 
and exhibition of zoological specimens. 
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Comparison table of annual salaries for animal keepers 


ee BT 






















Keeper | | Assistant | Bans. 
| Entrance | Keeper | Keeper | princi- | Keeper head- ar 
Zoo trainee | junior | journey-| palor | senior keeper 
| assistant man super- | or equiv- outer. 
| visory | alent alent 
! } 
SO ne $3, 848. 00 |$3, 973. 00 |$4, 202. 00 ist, 451.00 Iss, 638. 00 gM |. @ 
Lieiédint Pere 2 i cad. LY ERS Ee _...| 4,557.00 | 4, 667.00 4, 943. 00 (4) | (4) 
Eg acon a=} 4,208.00 |.........-| 4, 47200 9... 1110 | 4,828.00 |__...--._- |1 $6, 656. 00 
yO, a a ne 3, 250.00 | 3,500.00 | 4,250.00 | 4,550.00 | 5,450.00 |! $5, 450.00 5, 750. 00 
San Diego__...._- .-----.-----«| 3, 552.00 | 3,732.00 | 3,924.00 | 4, 536. 00 | 4,764. 00 | () | ) 
Germs ae Ee ted id 3, 600. 00 |_____- i, OU OR Fis fas ee (| ) 
Cincinnati. --..-..- -----| 3,600.00 j....... ---| 4,000.00. |....-. ~ss-| 5,800.00 |.....-.... | 5,800. 00 


National Zoological Park: 
Old rate_..___- 


} 
| 4,080.00 | 4,970.00 
New rate 


ae si ceaial i 
20 | 4,867.20 | 6,094.40 | 6,302. 40 
i I i 


ais al NG _..----~| 3,175.00 | 3, 415. 
Ie Abe ssid. _..| 3,619. 20 | 3,931.20 | 4,347.20 | 4, 555. 








1 This level of responsibility performed by scientific personnel, i. e., curator or assistant curator positions 
at a professional rate of pay. 


The increased cost in contributions to civil service retirement is $3,162. 
Through vacancies and delays in recruitment it is estimated that $2,812 of this 
amount can be absorbed. The amount of $350 is needed for contributions to 
civil service retirement fund. 

The Zoo maintaining its present operation under financial hardship is unable 
to absorb this increase within existing funds or by revision of operations. If this 
request is denied it would result in the leaving vacant 12 positions or abolishing 
positions essential to the continuance of the present level of service requirements. 

The following tabulation shows how the increase requested is determined and 
to what positions it will be applied: 



















Fiseal year 1957 Fiscal year 1958 












Position | 
Old grade | Number Total New grade | Number} Total Increase 
salary salary | requested 





Animal keeper - -- GS-8 1 $5, 105 W B-25 1 | $6,635 | $1, 530 
Do... a GS-6 1 | 5,160 | WB-24 1 | 6, 406 1, 246 
.... tas 4| 16,075 | WB-17 4} 20,467 4) 392 
er... ae | GS-4 3| 50,940 | WB-14__. 13} 62,712| 11,772 
ea, : -| GS-3 ; 29 100,475 | WB-12__- 29 | 130,185 | 29,710 

Portal: _ =. - aul Bend 48 | 177,775 | : 48 | 226, 405 48, 650 








Financial analysis 
01 Personal services: 
Activity 2- I _. $45, 838 
11 Grants, subsidies and contributions: 
EN TS ne ee ded Oe be, Saeed Sots 3, 162 


Faheaiih chdctn eed ll Maks clots pda ST A ey 














CaprraL OutTLay, Pustic BurmpiInc CoNsTRUCTION 





“For an additional amount, fiscal year 1958 for ‘Capital outlay, public building 
construction’, $2,731,000.’ 


Public schools 










Bryan Elementary School addition ___-_-_-_- : aa ; : $780, 500 
Rivers Terrace Elementary School addition _ Sima eee 736, 350 
Noyes Elementary School addition ea La cle macanl 893, 850 
Kingsman Elementary School addition ; ‘ _ $320, 300 








Total increase requested__ 2, 731, 000 
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CAPITAL OUTLAY PROJECT SCHEDULE 


Department: Public schools. 

Project title: Bryan Elementary School addition. 

Location: Independence Avenue between 13th and 14th Streets SB. 
Description: 8 regular classrooms, and 1 atypical classroom. 
Capacity: 260. 

Date submitted: July 1957. 

Project No.: 75-10. 

Fund: General. 

Public works program: Revised, ves. 

Year planned: 1959. 

















Requested in Balance Pereentage of 
Estimated | Funds avail- 1958 supple- needed to completion 
| cost | able to date mental complete with sup- 
| | plemental 
nec thn A tn arated seca , | + 
Site... Sates. A Mita laces S008 O9P | .-.-+-tssnnnse 100 
Plans and specifications Con. oO 23,400 |_..__. ---| 100 
Construction. 333, 900 |...-- } 333, 900 |....- po 100 
Furniture and equipment... 13, 200 | 13, 200 | ii 100 
Total... Sctesiscucose4 780, 500 |...-...... -| ee " 
i | | | 
Estimated increase in operating expenses 
| 1959: | 1960 | 1961 | 1962 | 1963 
— —__—_—|— —~——|—_-____-] -______ | —_- —|-___--- 
i 
Maintenanc ane $1, 129 | $1, 935 $1, 935 $1, 935 $1, 985 
Other operating costs.. ; — 9, 130 11, 615 12, 036 12, 458 | 12, 879 
i 








1 2 year only. 


The area in which the Bryan is located is being served by two other elementary 
schools—the Buchanan and the Payne. It is expected that the situation in these 
schools in September 1957 will be as follows: 











Capacity | anticipated 











Excess in | Classroom 
enrollments enrollment shortage 
— - —_ = = 7 = | ~ = . = ! a 
Bryan_. seh tibial 540 | 867 | 327 | 10.9 
Buchanan... aay Saniiseamsean 600 | 1, 027 | 427 | 14. 23 
FIN ging ih genet eeeg n-ne =vg betes bganoeh| 480 | 965 | 485 | 16.17 
Total. ._- iL dn ated asbilite. dddvdadenakl 1, 620 | aa 1, } 41. 30 





At the present time, in order to afford some relief for these overcrowded condi- 
tions, substandard facilities, converted facilities, and a temporary four-room 
demountable are being used. In addition, it will be necessary to establish 30 
part-time classes in September 1957. 

Some relief will be realized with the completion of the Payne addition of 6 rooms, 
funds for which were appropriated in the 1958 Appropriation Act. 

Even with the completion of this proposed project, there will be a classroom 
shortage in the area of 26 classrooms; and all indications are that the enrollments 
will continue to rise. In October 1961, the situation in this area is expected to 
be as follows: 


Combined capacities _ - . SB aaa oes By te casa eeeasces 1, 790 
Combined enrollments. _ - oe hitewreckabanian Diener cin rv ntccnlliaaaa nes ta _ 3,000 
Te CI: Tih CIN ns, oh ert io acc hs ns ard calc vat 1, 210 


oa eieeiues a 49. 3 
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The $13,200 requested for the purchase of furniture and equipment is needed 
for the following items: 


Regular classrooms (8, at $1,200) $9, 600 
Atypical classroom 
General building 


CAPITAL OUTLAY PROJECT SCHEDULE 


Department: Public Schools. 

Project title: River Terrace Elementary School addition. 

Location: 34th and Dix Streets NE. 

Description: 7 regular classrooms, 1 kindergarten, 2 atypical classrooms, health 
ae assembly hall, lunchroom-playroom with recreation facilities. Capacity, 
80. 

Date submitted: July 1957. 

Project No.: 88-10. 

Fund: General. 

Public works program: Revised, yes. 

Year planned: 1959. 





lad Requested il Balance | Percentage of 
Estimated | Funds avail- 1958 supple- needed to completion 
cost able to date mental complete with sup- 
| plemental 


Site- seus ‘ 100 
Plans and specifications SSocteee $46, 400 |__ awe OR SIO Foccacxccas 100 
Construction --_-_- = | 662, 500 | 7 662, 500 sii 100 
Furniture and equipme Oe beste ee ts SOO toeccac | 100 


iia iE 736,350 |..........__. 736, 350 |. 





Estimated increase in operating expenses 





1961 1962 | 1963 


Maintenance 7 2, 52, 150 $2, 150 $2, 150 
Other operating expenses ie é 5, 936 6, 158 6, 379 


I 





14% year only. 


The River Terrace Elementary School is located in an area that is virtually 
isolated, completely surrounded by Benning Road and the Potomac Electric 
powerplant, the Pennsylvania Railroad tracks, the East Capitol Street Bridge 
approaches, and the Anacostia River. Although the pupil density factor is high— 
497, it will probably grow larger since this area has relatively inexpensive homes, is 
convenient to transportation and shopping, and is thus attractive to growing 
families. 

This school is isolated from possible relief, and all available space is being used 
at the present time. In September 1957, it will be necessary to establish six 
part-time classes in order to afford some relief to the serious overcrowding. The 
following table indicates the immediate need for relief in this area to adequately 
accommodate the rising pupil enrollments. 


Capacity | Enrollment | Excess in | Classroom 
| enrollment shortage 


S acienpeeens von 


September 1957 peo A 555 285 9.5 
October 1961 — 270 | 364 | 12.1 
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The $27,450 requested for the purchase of furniture and equipment is needed 
for the following items: 


RRPPUAEIED” CTU COONTIN CT UNG, OE, PE a ne tt $8, 400 
J gp ce ag pelea ae gl el ei itn hap pe oa Patiala late MB nH 1, 650 
Atypical classrooms Car Be ies nde re ek eee 5, 000 
SI et laa ee we reais wae or ona] ee ae eee 5, 500 
I PUNE. rn ce ne ea keen acd oreo 900 
pen: £62) 8D: |. concen dmcueisinnes tS ee eee ae 1, 300 
smerny (QcUNS) . 3. bk ci ki sc ccwesos ne tiGlh is iU-csnonaalen 2, 600 
General building--_----- SE 2, 100 

cy: SR ee reere a wen rr ae 27, 450 


CAPITAL OUTLAY PROJECT SCHEDULE 


Department: Public schools. 

Project title: Noyes Elementary School Addition. 

Location: 10th and Franklin Streets, N. E. 

Description: 10 regular classrooms, 1 kindergarten, 1 atypical classroom, 
health suite, assembly hall, lunchroom-playroom, recreation facilities. Capacity, 
350. 

Date submitted: July 1957. 

Project ‘No.: 73-10. 

Fund: General. 

Public works program: (Revised, yes). 

Year planned: (1959). 


Requestedin| Balance Percentage of 


























| Estimated | Funds avail-| 1958 supple- | needed to completion 
cost |} able to date mental | complete with sup- 
| plemental 
| 
Ie | ripe: OM | Dem aneoe | Dal cea: 
GIGes so5 5: Senet SOEs Sel Sa tenons WSsi 220 ooh ices etna sane 100 
Plans and spec ifications.- $56, 700 seaicle | $56, 700 ; oeaes 100 
Construction. __- od OR SB 810,900 |......-------» 100 
Furniture and equipt nent...---- 28, 250 |---------L---- 26, 250 caciateaomdone 100 
MA Ararncicersemitel | 803, 860 |........--22. | 600,900 |. tscnsectls pee icine L 
Estimated increase in operating expenses 
ie 7 aaa l a Bar hate AES l 
195901 j| 190 | 1961 | 1962 | 1963 
| i 
a — --- phaiiimiaiecmiiins 
Waar icin sitcitnihapeettbintia $645} $2, 580 | $2,580 | $2, 580 $2, 580 
Other operating expenses-_-.........-.-.-- 4, 874 5, 715 5, 936 6, 158 6, 379 


idk bapdemncseiaeas i eepiiviatpeninen : _— 1 


114 year only. 


The area in which the Noyes Elementary School is located is presently being 
served by six other elementary schools: Brookland, Burroughs, Bunker Hill, 
Langdon, Slowe, and the Woodridge. At the present time, in order to afford 
some relief for these overcrowded conditions, substandard facilities and converted 
facilities are being used. In addition, in September 1957, it will be necessary to 
establish six part-time classes in the area. The following table indicates the 


immediate ‘need for relief in this area to adequately accommodate the rising 
enroliments: 





Bets Site 
Combined | Combined | Overall ex- Classroom 
capacities «a enrollments | cess in en- | shortage in 





| rollment | overall area 
| 
aes bias panorama a ee 
Sopeemnnet 1967... iisespeeo ica pene p ace so-qus | 3, 060 3, 637 | 577 19. 23 
OCT BOGE bn. oxdaightniete} dessus cacpsenaianns 3, 060 4, 234 | 1,174 39. 14 
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Additional relief is being sought in the 1959 budget by the proposed additions 
at the Burroughs of 12 rooms and the Langdon of 8 rooms making a total of 32 new 
rooms for this area if the 3 proposed projects are completed. However, if the 
trend in the area continues as indicated by the above table, even after the com- 
pletion of these 3 proposed projects, there will be a classroom shortage in the area 
of over 7 classrooms. 

The $26,250 requested for the purchase of furniture and equipment is needed 
for the following items: 


aeeenrer-elasssoome-(10 at $1,200)... .cccoacasccacscasne tauevel fli $12, 000 
ER cn ewimedeeveetwunwaneesasucncascascesessdbeuuuUul 1, 650 
i ii cl cit ye isin Sts ie sk ab a ies agli 2, 500 
ete rar tiicrenenAiaaimaemaeanacahn pk enn Genwi e 5, 500 
SINNED oo ti cath cnc wacnanandwwseneckouse peoigiccna acta 3, 300 
General buiiding... .. 8 soi026 Tha ti hii. Js. sna aniline 1, 300 

RE aia aay Sate beets ak eas ey ere ar aes a ae 


CAPITAL OUTLAY PROJECT SCHEDULE 


Department: Public schools. 
Project title: Kingsman Elementary School addition. 
Location: 14th and E Streets NE. 
Description: 6 regular classrooms, 2 atypical classrooms, and health suite, 
Capacity, 220. 

Date submitted: July 1957. 

Project No.: 78-10. 

Fund: General. 

Public works program: Revised, yes. 

Year planned: 1959. 











Requested in Balance Percentage of 

1958 supple- | needed to completion 
mental complete with sup- 

plemental 


Estimated | Funds avail- 
able to date 















Ge-~ ==<=.-=,- Soczw I et ee, ete cia eedegl ait enereniadirians 100 
Plans and specifications _.......-.  iicntenisiansl 100 
Construction. - -- , 286, 200 | - TS 100 
Furniture and equipment... 


ig pucenpaania 100 










UD sessions 


Estimated increase in operating expenses 


| 19501 | 1960 | 1961 


| 


5 
| LS] 
a 


Maintenance _- RT eras $957 | 1, 720 | $1, 720 $1, 720 $1, 720 
Other operating costs__.......-- 5, 862 | 5, 715 | 5, 936 6, 158 6, 379 





1 Two-thirds of a year only. 


The area in which the Kingsman Elementary School is located is presently 
being served by 11 elementary schools: Blair, Edmonds, Hayes, Logan, Kingsman, 
Lovejoy, Ludlow, Madison, Maury, Peabody, and the Taylor. At the present 
time, in order to afford some relief for these overcrowded conditions, substandard 
facilities, converted facilities, and a temporary eight-room demountable are being 
used. In addition, in September 1957, it will be necessary to establish 50 part-time 
classes. The following table indicates the immediate need for relief in this area 
to adequately accommodate the pupil population. 





Combined Overall Classroom 


Combined enroll- excess in shortage in 
capacities ments enroll- overall 
ment area 








ne I a 3,840 | 6, 254 | 2, 414 80. 46 
October 1961_..........-.-- ae 6 aie 3, 840 | 6, 100 | 2, 260 75.3 
i 





























525 


Additional relief is being sought in the 1959 budget by the proposed new ele- 
mentary school in the vicinity of 10th and F Streets NE., of 30 rooms, by the 
proposed acquisition of a site in the area for a new 29-room elementary school, 
and by the addition to the Maury School of 8 rooms, making a total of 75 new 
classrooms proposed for this area. 


The 14,100 requested for the purchase of furniture and equipment is needed 
for the following items: 


Resusr: clademsioma: (6,00 1 G0). on oo oct ceed sasesss cee $7, 200 
Atypioni clasareome (2; at) 2,500). sk ce ek oie bu ee 5, 000 
EUR, SUR SS. cn ceasaereal }~ ow nas d~<tl~ aadanel dean bdo omeueaiie 1, 300 
OUIOIPINN RIO ee ne a ge ee Pe eee oe 600 

WOME. acaen ween s cence A FA NO os 14, 100 


JUDGMENTS 


“For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document Numbered 213 (Eighty-fifth Congress), $3,080, 
together with such further sums as may be necessary to pay interest at not ex- 
ceeding 4 per centum per annum on such judgments, as provided by law, from the 
date the same became due until the date of payment.” 


Amountof | Costs | Total 











| judgment 
George Washington University ____- : sn a clath acl cdl aides rere $63. 65 $63. 65 
I a | $1, 650. 00 30. 70 1, 680. 70 
Barney Goldstein and Edith Goldstein.._____-_._--.--__- 545. 42 15. 00 560. 42 
Foumln Tred WO sak cain Sh ha hess iiepoicibcoted 750. 00 24. 80 774. 80 
NOR cid ests get ots a gsaceay ie mesceiah ie 2, 945, 42 134.15 3, 079. 57 





AupITEpD CLAIMS 


“For an additional amount for the payment of claims, certified to be due by 
the accounting offices of the District of Columbia, under appropriations the bai- 
ances of which have been exhausted or credited to the general fund of the District 
of Columbia as provided by law (D. C. Code, title 47, sec. 130a), being for the 
service of the fiscal year 1956 and prior fiscal years as set forth in House Docu- 
ment Numbered 213 (Eighty-fifth Congress), $4,637, together with sueh further 
sums as may be necessary to pay the interest on audited claims for refunds at 
not exceeding 4 per centum per annum as provided by law (Act of July 10, 1952, 
66 Stat. 546, sec. 14d). 


Operating expenses, Metropolitan Police, District of Columbia: 


1945, personal services - - - - Sinakah bie a chtoanlpire avas ge eel apa ... $225. 00 
1946, peraonel SOT ViCew. . . ~ 2. 0 Hh SU ee JO 149. 04 
3047; DORRONOE SUNTWIOGKL. 240 2 Sows s eed - oh oh ed GY -... 129.48 
BEE DERNODRL SEPT sb. red ¢ = nee = apes —n weed he beer ier ree 
1950, personal services - - - -- 3 Sa ae ra eh orci aco, |. ae 
1952, personal services - - - - - ~-- Socantoes cach dh caasu eae ae 234. 22 
1953, personal services _ _ - perils UOC EL ad Westy | A 
Salaries and expenses, Collector’s Office, District of Columbia, 1951, 
UE CI ns esr enim di een he eed tak Ms Sveiaed teens dae ene ere ede aree 1, 153. 04 
Operating expenses, Department of Public Welfare, District of Co- 
lumbia: 
1951, adjustment of exceptions by social security, public assist- 
$000 J 63 hos es eae Sd ~ ss bas pe s36-Ra eee Ee. 119. 57 
1952, adjustment of exceptions---_......---.-.---- arin Lees 757, 07 
1953, adjustment of exceptions. -__-_--....--.------ ee ._.. 858. 59 
1954, adjustment of exceptions___________- ones. --, £0 Se 
Petels2 43 ol. wssed- nlm cucesi buses sedi. du gd _ 4, 636. 48” 


These amounts are for payment of claims that have been settled by the Office 
of the Corporation Counsel and approved by the Commissioners; for the payment 
of costs of judgments rendered against the District of Columbia; and for the 
payment of claims chargeable against appropriations that have either expired or 
have been exhausted. 























Orrice or CorporaTION CouNSEL 


WITNESSES 
CHESTER H. GRAY, CORPORATION COUNSEL 

MISS UNA RITA MORRIS, ACTING CHIEF, CIVIL PROCEEDINGS 
DIVISION 


Mr. Rasauvt. The first item is the Office of Corporation Counsel. 
Mr. Fowuer. Mr. Chester H. Gray, Corporation Counsel, and 
Miss Una Rita Morris, Acting Chief of the Civil Proceedings Division 
of that Office, will justify the items. 

Mr. Rasavut. The estimate is $55,000. The 1958 appropriation 
was $544,000. 

The first item in House Document 213 is a request of the Office of 
the Corporation Counsel for $55,000. This item is related to the 
request of the courts for $98,000, which we will consider next. Both 
items are requested as a result of the passage of Public Law 85/94, 
approved July 10, 1957, which provides for the enforcement of duties 
of support by reciprocal action with other States. 

Off the record. 

(Discussion off the record.) 


EFFECT OF THE ACT TO PROVIDE FOR 
SUPPORT BY RECIPROCAL 


ENFORCEMENT OF DUTIES 
ACTION WITH OTHER STATES 


OF 









Mr. Rasaurt. First of all, would you explain for the record the 
effect of Public Law 94? 

Mr. Gray. Mr. Chairman, this bill, as you have just stated, is to 
give the District of Columbia the same weapon for collecting from 
these absconding fathers their duties in the way of support of their 
dependents which has been in existence in all the States and Terri- 
tories in the United States. 

The way this bill functions is that a deserted mother or wife will 
go to court in the District of Columbia, fill out an affidavit giving the 
essential details of her marriage, the number of dependents et cetera, 
and that affidavit is then transmitted by the domestic relations 
branch of the municipal court to the court in the jurisdiction where the 
deserting father is alleged to be. 

In the terms of this act, the jurisdiction in which the case starts 
is known as the initiating State, and the jurisdiction in which the 
absconding father is supposed to be found is known as the responding 
State. The court in the responding State will issue its summons 
and bring that father before it. It will then confront him with the 
affidavit executed in the initiating State by the deserted wife. 

He will have the opportunity to admit or deny the allegations con- 
tained in that affidavit. If he admits them, the court in the respond- 
ing State will issue an order based on the ascertainment of his ability 
to contribute, and by the terms of that order he will be directed to 
pay a certain amount for the support of his dependents in the initiating 
State. Under that order he makes the payments to the court in the 
responding State and that court transmits them to the court in the 
initiating State, which will transmit them to the deserted wife. 

If the absconding father denies the allegations of the affidavit, then 
the court in the responding State takes his statement, his denials, and 
transmits those denials to the court in the initiating State. The 
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court—in this case the domestic relations branch and the Corporation 
Counsel’s office functioning as the prosecutor in the case—would then 
send for the complainant, the deserted wife, and take her deposition, 
in which she would explain and admit or deny the allegations of the 
father. That deposition would be transmitted to the court in the 
responding State, and after the father had been given an opportunity 
to answer the statements in the deposition, the court in the responding 
State would make a final adjudication, and if it were found the father 
was eligible to be ordered to support his wife, the court would make a 
final disposition of the case. 

I might state that the District of Columbia bill was given very 
careful consideration by the chief judge of the municipal court and 
the three judges of the domestic relations branch, together with the 
United States attorney and his assistant and several of my assistants 
and myself. We labored on this bill and finally came up with a bill 
we thought would work. 


DETERMINATION OF NEED FOR ADDITIONAL PERSONNEL 


After the bill was enacted we had further conferences with a view 
to determining what we should ask for in the way of additional per- 
sonnel. Under this bill as finally enacted, the Corporation Counsel 
is designated as the information agent of the District of Columbia and, 
at the specific request of the court, the Corporation Counsel will act 
as the enforcing officer under this act. 

This is an entirely new function not heretofore performed in the 
District of Columbia. We have given very careful consideration to 
the personnel needed. Here is the situation. There are 3 judges of 
the domestic relations branch of the municipal court which function 
simultaneously, 1 in the jury branch, 1 in the nonjury branch, and 
1 in the motion branch. All three of those judges may be hearing 
these nonsupport cases at the same time. So that the bare minimum 
on which I can supply prosecutors for those courts is three additional 
Assistant Corporation Counsel. 

The way this bill will function, as it functions in all the States in 
which it is in effect, is that there is a terrific amount of correspondence. 
The bill itself requires that when a case is processed and sent from 
the District of Columbia to the other jurisdiction, 3 copies of every 
paper must be prepared, 1 for the court, 1 for the respondent, and 1 
for the prosecutor; and 3 copies of this act must be transmitted, 
together with the court’s certificate, to the court in the responding 
State. That is a tremendous amount of correspondence. The mini- 
mum with which I think we can perform efficiently would be to have 
four clerk-stenographers. In addition there will be a number of cases 
in which the wife in the initiating State—that is, some place other 
than in the District of Columbia—will say, “I think my husband is in 
the District of Columbia, but I do not have a real address for him.’’ 
She will give the best information she has but to find those individuals 
will require some investigation. So I have asked for two investigators 
to perform that function of finding these absconding husbands if they 
are thought to be in the District of Columbia. 


93523—57——-34 
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REQUIREMENTS IN ADDITION TO INCREASE IN PERSONNEL 


In addition to the personnel we will, of course, need furniture, 
desks, chairs, typewriters, et cetera, and we have made the best 
estimates we can. We compared the situation in the District with 
other comparable jurisdictions, and we have asked for sufficient 
funds—you may be surprised at the amount asked for, for example, 
for postage; but the postage in these cases will be very considerable. 

There is one item I did not have any figure on, and that was the 
cost of reporting services in the taking of depositions. We have no 
idea how many such depositions will be required, and it may be 
that we have not asked for sufficient funds to cover that phase of the 
work adequately. In other words, we have no specific item for 
reporting services 

And I might add that we have conferred with the judges of the 
domestic relations branch as to space requirements for this addi- 
tional personnel, and the court has some rooms in the basement of the 
civil branch of the municipal court which could be remodeled to 
accommodate the personnel requested in this estimate. I might say, 
however, I have asked no funds for that remodeling, but I think the 
municipal court will ask for an amount sufficient to cover that item. 

Mr. Rasaur. Have you made inquiry as to similar offices in other 
States? 

Mr. Gray. Yes, sir. 

Mr. Ranaut. Did you more or less go according to the advice you 
received from them in setting up your requirements? 

Mr. Gray. Well, we were unable to get specific details for the reason 
that several States seem to carry their reports on different bases. We 
have based our figures—it is simply an educated guess so far as number 
of cases is concerned. The two courts, the municipal court and the 
district court, have concurrent jurisdiction. The district court han- 
dies the eases where the absconding supporter or father is in some other 
jurisdiction. 

NUMBER OF CASES ANTICIPATED 


The last figures we got from the United States attorney were that 
he had 400 cases in which he had secured agreements from the father 
to support, and he had 350 cases which he was unable to handle for 
one reason or another. 

I have no doubt that as soon as possible those 750 cases will be 
transferred to this new office, which is designed to handle these cases, 
in addition to which there will be the usual number of cases that have 
just come to the point of being brought to court. 

So our best guess is there will be in the neighborhood of 2,500 cases 
to be handled in the first year, which may or may not increase. 

On the basis of population the District is probably comparable to the 
city of Buffalo, N. Y., which has a population of 889,238. The court 
in that jurisdiction re ported a total of 1,141 new cases last year. Our 
estimate is, of course, simply based on a comparison of the size of the 
District with the size of Buffalo, and there may be no real relationship 
in number of cases between the two jurisdictions. 

New York City last year handled 3,722 new cases. Los Angeles 
handled 2,433 cases. 

So there is considerable relationship between the size of the juris- 
diction and the number of cases. 
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Mr. Rasaut. You have made a study of it and secured information 
from other places where it is in operation now, is that correct? 

Mr. Gray. Yes, sir. 

Mr. Rasaut. Is the District of Columbia bill similar to the bills 
in effect in the other States? 

Mr. Gray. It is similar but not identical. The bill in the other 
States is called the uniform reciprocal support law, but in fact it is 
not uniform. There are differences in the several jurisdictions. In 
drafting our bill we took into consideration the fact that the District 
of Columbia is not like other jurisdictions in a number of respects, 
and we chose language which would fit the practice in the District of 
Columbia and at the same time be intelligible in the other jurisdic- 
tions. 

This bill is strictly civil. We felt there were adequate criminal 
provisions in existing law, and we wanted this procedure to provide a 
new means of attacking the problem of taking care of the situation 
where the criminal law is deficient. 

Mr. Rasavut. Have you an ambition, in the operation of this law, 
to set a standard for the other States to follow to correct this type of 
abuse which is going on? 

Mr. Gray. I would not want to be so presumptuous as to say we 
were endeavoring to set a standard. The other States have had such 
a law for some time and we are just getting the law now. I will simply 
say we will try to uphold the standards of the Corporation Counsel’s 
Office in this as in other matters referred to us. 

I might say the Council of State Governments, in one of its reports, 
spoke in favorable terms of the District of Columbia bill, and we 
expect the greatest degree of cooperation from the Council of State 
Governments. 

EFFECTIVE DATE OF THE ACT 


Mr. Rapaut. I notice section 26 states: 


This Act shall take effect 60 days after the appropriations therefor become 
available. 

What would be your position if the committee were to disapprove 
your request, or were to approve only a portion of it? 

Mr. Gray. Here is the situation. In the 60 days I will have to 
recruit a staff, and they will have to study the law, and we will have 
to notify every other jurisdiction in the United States, every State 
and the Territories, of the existence of. the law, send copies of our act 
to them, receive copies of their acts, and it will take the larger part of 
the 60 days to establish an organization under the terms of this act. 

If the committee were to disapprove this appropriation, I might 
say the Corporation Counsel’s staff is overworked at this time, and 
we could not absorb any of these functions and would have to wait 
until funds were available. 

Mr. Rasaut. When do you think you would start this activity if 
funds were made available? 

Mr. Gray. Immediately. I would begin by recruiting additional 
personnel, training them, and taking the various actions which are 
indicated in the bill, distributing copies of the act to every other 
jurisdiction, et cetera. 
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Mr. Rasavt. You have printing to do and a lot of other things to 
do before you actually would get going. How soon will you actually 
get going with it? 

Mr. Gray. Just as I have outlined, sir. 

Mr. Rasavut. Two months, three months? 

Mr. Gray. I fully expect to be functioning within the 60-day 
period, perhaps sooner. 

Mr. Rasaut. The law does not take effect for 60 days; does it? 

Mr. Gray. Not until 60 days after the appropriation is made 
available. 

Mr. Rasavut. When did the President sign it? 

Mr. Gray. He signed it on July 10. 

Mr. Rasavr. Sixty days after appropriations therefor become 
available. That is the last paragraph of section 26. 

Mr. Gray. Yes, sir. 

Mr. Rasavut. Assuming this appropriation bill is approved by 
August 31, the act will not be effective until October 30. 

Mr. Gray. I will remind you that quarters have to be remodeled 
for the personnel from my Office and for the municipal court as well 
as for these other matters that the act requires. We will have a very 
considerable amount of printing to be completed, that is, printing of 
various forms. The manual put out by the Council of State Govern- 
ménts contains a number of standard forms and we would have to have 
them printed to get functioning. 

Mr. Rasavut. I knew there would be a lot of preliminary work that 
would have to be done. 
DOLLAR BENEFIT TO THE DISTRICT AS A RESULT OF THIS LEGISLATION 
What is the actual benefit to the District in terms of dollars? Will 
we be able to reduce the Public Welfare Department’s request next 
year as a result of your and the court’s activities? 

Mr. Gray. That is a question ] am absolutely unable to answer for 
this reason: We have no basis, and the only thing I can do is assume 
that the results in the District of Columbia would be comparable to 
those in other jurisdictions. 

Mr. Rasavut. What has happened elsewhere? Give us 1 or 2 
examples. We will jet you cite the best ones. 









RECIPROCAL SUPPORT COLLECTIONS IN OTHER STATES 
Mr. Gray. I have a supplement to the manual on reciprocal sup- 
port issued by the council of State governments in January 1957. 
It states Connecticut was the first State to provide statewide results 
of reciprocal support collections. These are comparative figures for 
1955 and 1956. In 1955, cases initiated in Connecticut, 470; cases 
sent into Connecticut, 425; total amount collected, $361,964. 

In 1956 the total cases filed, including both those initiating and 
responding in Connecticut, were 992; and the total amount collected, 
$550,894. 

Mr. Rasavr. Give us the figures of other States. 

Mr. Gray. For Massachusetts, 351 cases, a total of $318,407 
collected. 

Michigan, 710 cases sent in from other States, 852 initiated in 
Wayne County and sent out to other States; total collected in 1955, 
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$505,000. This compares with a considerably smaller figure collected 
during 1954, it is stated, but the figure for 1954 is not stated. 


ANNUAL COST OF ENFORCING THE LEGISLATION 


Mr. Rasaut. All right. Is this request your best estimate for an 
annual cost of this act, or can we anticipate a request for further ex- 
pansion of this activity? 

Mr. Gray. Based upon my ignorance of how this act will work, I 
can only state that this is my best estimate at the present time and 
only experience will indicate whether these requests are adequate or 
inadequate or excessive. I doubt very much they are excessive. 

Mr. Ranaut. Have you made inquiry of other States where similar 
legislation has been in effect as to how they proceeded in the beginning? 
1 think you have mentioned something about that. 

Mr. Gray. No. I might state as soon as this money becomes avail- 
able it is my intention to send my assistants to adjacent States and to 
get as much benefit as we can from their experience. 


PERSONAL SERVICES 


Mr. Rasaut. What is the amount of funds that you have deducted 
from your personal services requirements due to the date of submis- 
sion of this request and the date you will have these people on the 
payroll? . 

Mr. Gray. I have made no deduction for that because I have no 
way of knowing when the money will be made available, and I assume 
the committee will make whatever deductions are necessary due to 
lateness in the year in making it available. 

Mr. Rasaut. You are making a correct assumption. 


OTHER OBJECTS OF EXPENDITURE 


What supplies and materials are necessary? You went into that to 
some extent. If you haven’t given it fully you may detail it at this 
point or supply it for the record. 

Mr. Gray. These supplies would be ordinary office supplies, paper, 
et cetera. We have asked, under the heading of equipment, for type- 
writers, desks, chairs. The supplies would be paper, pen and ink, 
office supplies, things of that sort. 

Mr. Rasaut. You have an item of about $3,000 for supplies. 

Mr. Gray. That is a comparative figure based on a figure which I 
understand will be submitted by the municipal court for a similar 
item. 

T am informed that the municipal court asked for $3,500 for supplies 
for the same number of people at the time of the initiation of the 
Domestic Relations Branch, and that experience indicated that that 
figure was inadequate. So on the basis of a comparable number of 
personnel and for a shorter than a year period, $3,000 would probably 
suffice. 

DETAIL OF PERSONNEL ON PAYROLL 
Mr. Rasaut. I note you are requesting four clerk-stenographers. 


How many lawyers and how many clerk-stenographers do you have 
on the rolls now? 
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Mr. Gray. Including the personnel transferred to our payroll from 
the highway roll in the last appropriation act, the total is 73, of whom 
41 are lawyers and 32 are clerk-stenographers, investigators, and 2 
messenger-chauffeurs. 

Mr. Rasaut. How many stenographers do you have? 

Mr. Gray. We have 17 stenographers, 4 of which are secretary- 
stenographers. 

Mr. Passman. Mr. Chairman, I wish to ask several general ques- 
tions because I arrived after the Commissioner made his statement. 


BASIS FOR NUMBER OF LAWYERS EMPLOYED BY DISTRICT GOVERNMENT 


How many lawyers are employed in the District of Columbia 
government? 

Mr. Gray. In the Office of the Corporation Counsel there are 41, 
including myself. 

Mr. Passman. The District of Columbia Government? 

Mr. Gray. Yes, sir. 

Mr. PassmMan. Is that true in most municipalities of similar size? 

Mr. Gray. There are no municipalities which perform all the func- 
tions of the District of Columbia. That number, which is inadequate, 
is required. I would invite your attention, sir, to the fact that the 
District of Columbia performs many functions which in a State would 
be performed by either the State or county. The work is so varied 
that the Corporation Counsel’s Office has to divide the work by 
divisions. 

For example, I have a taxation division which handles all of the 
tax matters of the District; a Law Enforcement Division, which 
handles prosecution of all municipal violations and acts of Congress. 

Mr. Passman. Cities in the various States have comparable func- 
tions. 

Mr. Gray. Yes. We have a Civil Proceedings Division, which 
handles all civil cases against the District except public utility and tax 
cases. There is, of course, a Public Utilities Division, which is not found 
in other jurisdictions. Then we have a Special Assignments Division, 
which processes ali District contracts and formal documents, such as 
covenants and, in addition, furnishes legal services to the Department 
of Occupations and Professions, which again is not an activity found in 
other municipalities in that the Department of Occupations and 
Professions provides for the licensing of all professional and non- 
professional licensed activities in the District of Columbia. 

Then I have a division, which would be unnecessary in any other 
jurisdiction, and that is a Legislation Division, which studies, analyzes, 
and prepares reports on congressional legislation affecting the District 
of Columbia. 

Mr. PassMan. In other cities, of course, you would have to provide 
similar information to the city council or commissioners. There is 
a certain amount of research work that would be necessary to prepare 
a budget. 

































NEED FOR 





SUPPLEMENTAL FUNDS 








You have House Document No. 198, the President’s message, dated 
June 18. I think this requests a supplemental appropriation in the 
amount of $1,167,388. Then you have House Document No. 213 
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containing the President’s message, dated July 25, 1957, wherein you 
request $2,957,517. 

What is the relationship, if any, between these two requests? 

Mr. Gray. I would say none. The District of Columbia budget is 
made up of the taxes raised in the District of Columbia plus such 
amount as the Congress in its wisdom sees fit to make available. 

Mr. Passman. I understand that, but this is a supplemental 
request. 

Mr. Gray. This is in addition to the amount appropriated in the 
regular District of Columbia Appropriation Act and covers specifically 
this new function which this Reciprocal Enforcement and Support 
Act will impose on the District. 


EFFECT IF CONGRESS HAD ADJOURNED ON JULY $31 


Mr. Passman. Had the Congress finished all money bills as of June 
30, actually the first item in document No. 198 would have been 
disposed of. But what would have happened to the request for funds 
in House Document No. 213, dated July 25, had the Congress finished 
all of its bills on June 30, adjourned and gone home? What kind of 
position would you have been in? 

Mr. Gray. | am unable to answer that. 

Mr. Fowier. We would not have had the appropriations and could 
not have functioned on this particular item. 

Mr. PassmMan. Are these requests for matters that came up sub- 
sequent to the time you presented your regular bill for appropriations? 

Mr. Fowter. Yes. 

Mr. PassmMan. If we had not been delayed on adjournment—of 
course, we were supposed to get out July 31—would vou have been 
before the committee early next vear for a supplemental appropriation 
or would these new needs have been dispensed with? 

Mr. Fowter. We would have had a supplemental. 

Mr. PassmMan. For all of these items? 

Mr. Fowter. Not for all of the items, but some would have been 
up before you adjourned. If you had adjourned, we would have been 
up with a deficiency bill. 

Mr. Passman. For only a portion of the items requested here, 
however. Evidently some of them could be rightfully labeled 
“urgent.” 

Mr. Fowter. No, I would not say that. Some of them are urgent, 
and in our thinking, for instance, these school items we consider to be 
urgent but you may not. 

Mr. PassmMAN. Ordinarily we would have completed our work on 
money matters by June 30 and have been ready for adjournment by 
July 31. If we had functioned according to that schedule, you would 
have had no committee to go before and consequently these requests 
would have carried over and you would have presented some of them 
for fiscal 1959. 

Mr. Fow.er. That is correct, because we do not bring these supple- 
mental bills up unless we consider them to be urgent, something we 
did not foresee at the time the regular bills were prepared. These 


things have come up since, and in the opinion of the Commissioners 
are urgent. 
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Mr. Passman. Under ordinary procedure these items would have 
been brought before us next year in the regular 1959 request. That 
would have been the normal situation? 

Mr. Fow.er. Not in this situation. 

Mr. Gray. If you look at section 26, this act does not become effec- 
tive until appropriations are made available. 

Mr, PassmMan. | am trying to fix in my mind what would have 
happened if the Congress, operating for the 48 States and the District 
of Columbia, had followed a regular schedule and completed the 
money bills, adjourned, and gone home. These items would have 
been placed in the 1959 regular request for a supplemental appropria- 
tion applicable to this fiscal year, which would have been brought up 
next year? 

Mr. Fowter. If the situation had been that you adjourned before 
we had an opportunity to get them up here, we would have had to 
wait for the next deficiency or supplemental bill the following year. 

Mr. Passman. Did you anticipate at the time you prepared your 
request for funds for fiscal 1958 that legislation would be passed 
necessitating an appropriation to carry out the intent of the Congress? 

Mr. Fow.er. We have some idea that they may be presented to 
Congress, such bills as you have before you, that they might pass, but 
we cannot ask for a budget estimate on an idea that there may be a 
bill passed. 

Mr. PassMan. What would be the position of the Commissioners 
and the District of Columbia had we completed our money bills on 
June 30 and arranged to adjourn the Congress on July 31 and gone 
home until next vear? Then would the government or any Depart- 
ment have suffered seriously? 

Mr. Fowuer. The government may have suffered because we would 
not have had this item to enforce which Congress thought enough of 
to enact into law. 

Mr. PassmMan. I commend you gentlemen because you are alert and 
endeavoring to do a good job. But my experience has been that if we 
should remain here until November, as we have done in the past, 
there will be requests for supplemental appropriations coming up until 
the last day. 

I think expenditures are increased maybe by hundreds of millions 
of dollars by such a situation. This is certainly not the last sup- 
plemental request if we continue in session. I was merely trying to 
clear it for the record as to whether or not you had items included 
here that could not be carried over to fiscal 1959, rather than being 
appropriated for in fiscal 1958. I think our President and Members 
of Congress are trying to reduce expenditures because we are drawing 
more out of the Treasury than we are putting in. The Treasury is 
having a difficult time now selling short-term bonds at even 4 percent 
interest. 

I think we may be facing the possibility of a very difficult period 
which may be brought about by overspending. 


PROMOTIONS IN 





THE 





POLICE DEPARTMENT 


I am sure we all believe in effective law enforcement, and I think 
in may respects a creditable job is being accomplished in this respect 
in the District of Columbia. I think you had on authorization 
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earlier this year for certain promotions in the Police Department from 
captains to inspectors, and you had to delay making the appointments 
because you did not have the appropriation to pay the increased 
salary. Am I correct? 

Mr. McLaveutuin. I imagine the budget officer can answer that 
more quickly than I. 

Mr. Passman. Then I direct the question to the budget officer. 


Mr. Fowter. I am not sure I can. I know of no delay in any 
promotions. 


Mr. McLaveu.in. | heard from the Chief of Police of one instance 
where there was a promotion contemplated, and in view of the fact 
that there had been no funds appropriated for the purpose of promo- 


tion, this promotion could not be made. I do not know specifically 
what that was. 


Mr. PassMan. I have received similar information. It came to me 
very direct and, of course, coming from you now, this makes the third 
source from which I have learned that these promotions could not 
be made immediately because of insufficient funds to pay the increased 
salaries. Is that correct or incorrect? 

Mr. McLaveuuin. I believe this was from lieutenant to captain. 

Mr. Passman. I think you perhaps had authority to promote one 
or more to inspector, but this had to be delayed because you had to 
accumulate sufficient funds to pay the increased salary. Is that 
your understanding? 


Mr. Fow er. I have no recollection on that unless it is in this bill, 
House Document 198. 


Mr. McLaueuuin. It is not in this. 

Mr. Passman. Will you provide the information for the record? 
Mr. McLauauuin. Yes; but I know of no situation like that. 
(The information referred to follows:) 


The promotions referred to are contained in a group approved for fiscal year 
1958 to equalize ranks in the uniform and detective forces in order to hold sepa- 
rate civil-service promotional examinations for these two units. (References: 
P. 134, hearings before the subcommittee of the Committee on Appropriations, 
U. S. Senate, 85th Cong., on H. R. 6500; p. 384, hearings before the subcom- 
mittee of the Committee on Appropriations, House of Representatives, 85th 
Cong., on H. R. 6500; and p. 4 of report on District of Columbia Appropriations 
bill, 1958, by the Committee on Appropriations, U. 8. Senate, Calendar No. 
416, Rept. No. 409.) 

The new positions that were approved are as follows: 

1 inspector, for duty in the Detective Bureau. 
5 captains: 
1 for duty in the automobile squad. 
1 for duty in the check and fraud squad. 
1 for duty in the sex squad. 
1 for duty in the Identification Bureau. 
1 for duty in the Morals Division. 
6 lieutenants: 
1 for duty in the fugitive squad. 
1 for duty in the safe squad. 
1 for duty in the robbery squad. 
1 for duty in the homicide squad. 
1 for duty in the general assignment squad. 
1 for duty in the Juvenile Bureau. 
21 precinct detectives, for duty in the Detective Bureau and the precincts; 10 
sergeants, for duty in the precinct (10 corporals’ positions presently authorized 
would be dropped in lieu of these positions). 


These promotions would cost an additional $31,000. When approving them 
Congress indicated that it felt they could be absorbed within funds already 
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available and did not appropriate additional funds. Current expenditures for 
salaries indicate that there are not sufficient funds available to make all of these 
promotions without curtailment of the present patrol strength. To make a 
portion of them would create a problem of morale and also would not attain the 
purpose for which they were provided. It is therefore deemed advisable to 
withhold filling any of these positions until sufficient funds are available to 
initiate the entire program. 


Mr. Passman. Thank you very much. 
Mr. Rasavt. This is the statement in the Senate report in which 
the House concurred: 


The committee agrees with the Department’s plan for separate promotional 
examinations for the detective force and the uniformed force, but feels the cost of 
the necessary additional official positions should be absorbed by funds already 
available. 

CRIME RATE IN DISTRICT OF COLUMBIA 


Mr. PassMAN. May I make another observation? Of course, we 
all love the District of Columbia, our Nation’s Capital. 

Mr. Commissioner, we occasionally hear criticism about the high 
rate of crime in the District of Columbia as compared to other cities 
of comparable size. Are those reports subject to discount? What 
is the story in Washington with respect to crime and juvenile delin- 
quency compared to cities of comparable size elsewhere in this 
country? 

Mr. McLaveuurn. We are very proud in the District of Columbia 
of the fact that our city is the one city among all the large cities in our 
population bracket which consistently, quarter after quarter, shows a 
decreasing rate of crime and a decreasing rate of juvenile delinquency. 

Mr. Passman. Will you provide for the record comparable statistics 
on crime and juvenile delinquency i in cities of similar size? 

Mr. McLavuautir. Yes, sir. 

(The information referred to follows:) 


In response to the request for comparable statistics on crime and juvenile 
delinquency in cities comparable to the District of Columbia, the following tables 
have been compiled by the Metropolitan Police Department from the Uniform 
Crime Reports of the Federal Bureau of Investigation (vol. XXVII, No. 2, 
calendar year 1956). 

Conclusions should not be based on these data until after consideration of the 
admonition quoted hereunder from page 93 of the publication cited: 

“Caution should be exercised in comparing erime data for individual cities 
because the differences in the figures may be due to a variety of factors. Such 
comparisons are not necessarily significant even though the figures for individual 
communities are converted into terms of number of offenses per 100,000 in- 
habitants. * * * 

“In considering the volume of crime committed locally, it is generally more 
important to determine whether the figures for a given community show increases 
or decreases rather than to ascertain whether they exceed or fall short of those for 
some other individual community * * *,”’ 

Table 1 attached compares the number of serious offenses reported and the 
number of serious offenses per 1,000 population in the District of Columbia during 
oe calendar year 1956 with those rates during that year in other cities in the 

ulation group 500,000 through 1 million. 

able 2 indicates the total number of offenses, by classification, reported in the 
District of Columbia during each of the calendar’ years 1952 through 1956. Chart 
3 graphically presents the data contained in table 2. 

Tables 4, 5, and 6 are self-explanatory comparisons of District of Columbia and 
national average crime trends. 

The Metropolitan Police Department has no immediately available data which 
would furnish a measurement of juvenile delinquency in other cities of com- 
parable size to the District of Columbia; however, table 7 does translate the num- 
ber of persons under the age of 18 arrested in the District of Columbia into per- 








537 


centage of total arrests and compares the District of Columbia percentage with 
the average percentage of 1,551 cities over 2,500 population. 


TaBLE 1.—WSerious offenses reported '\—calendar year 1956 


[Cities 500,000 to 1,000,000 population] 


| 
| 
j 


| 
P ay 2) Serious offen-| Offenses per 
City 1950 census | ses, calendar | 1,000 
| year 1956 | population 











WN ois oss ces Sse ee 950, 000 | 24, 551 25.8 
Ee ee sati- nama tee $61, 000 | 15, 720 19.6 
ences : lap onli oad eae ahaa eee 580, 000 | 4, 738 8.2 
Cincinnati...............- coats inotsntadiaieioad 504, 000 | 7, 907 15.7 
Cleveland. ..........- nae socsscasSSeb-tepnetadl 915, 000 | 17, 507 19. 1 
Houston I icuke ie sigeesomibaeeeaenaale 596, 000 | 17, 274 29.0 
Milwaukee. ..._._.___- gaits a ipl dMuaaaon es 637, 000 | 10, 263 | 16. 1 
SEINE. 52s ioce 2 heetsteentdicsieonescaxinainaniand nae Mabart 522,000 | 11, 950 22.0 
New Orleans.--- oteiebiesh enthuse dongliaielatebeinamabaeianes asada 570, 000 | 16, 837 29.5 
Pittsburgh.......... ; sala giuiaiageais alas lace see 677, 000 | 12, 162 18.0 
ee ee r= 9:0 pnikusnidaainemnaaaaaan aaa 857, 000 34, 698 40.5 
San Francisco......- ; ; eaediet el nonmetal 775, 000 | 26, 352 34.0 
OF IN Geto ciicteccaie nadia saatomnana ~-------------------| 802, 000 | 3 16, 356 20. 4 

Bi wnincccniphbant aidssincsanakiinmadcenenias dca | 9, 186, 000 | 216, 315 23. 5 





‘Includes mu murder, cnameiiniens niente robbery, aggravated assault, burglary, isibeny) theft, and 
auto theft 


2 Expressed in thousands. 

’ The total given here for the District of Columbia does not agree with totals shown on following tables. 
The Federal Bureau of Investigation, in its listing of crimes reported by individual cities, does not indicate 
the number of negligent manslaughter and rape offenses reported; therefore, for purposes of comparison, 
those 2 offenses are excluded from the total for the District in this table only. 


TABLE 2.—Offenses reported to the Federal Bureau of Investigation— 
Pt. 1. Classifications, by calendar years 

















Classification 1952 1953 1954 1955 1956 
Murder, nonnegligent manslaughter___...._________- 2 | 7 71 53 65 
M anslaughter by apne. Leadeaaibe | 23 | 24 29 30 23 
Rape wae ashes e 196 223 217 213 210 
Ee ik. o> deena ds. aseoameee 943 | 904 S04 7 709 
Aggravated assault __ 4, 592 4, 521 4, 658 3, 441 2, 621 
Burglary, breaking and entering... SossscsT epee 5, 391 | 4, 580 3, 514 3, 649 3, 216 
Larceny-theft: 
$50 and over. 2, 035 | 1, 939 1, 617 1, 708 1, 772 
Under $50_..-- | 9, 492 7, 749 6, 466 6, 676 6, 318 
Auto theft_.......... : | 1,783 | 2060} 1,372) 1,722 1, 655 
Da | heceetaraiiaidl I 
Total... ; ---| 24,477 | 22,07 18, 748 18, 276 16, 589 
Force equiv alent to (number of men) hina aok ae | 2, 144 | 2, 150 2, 261 | 2, 241 2, 300 








! Represents average strength of force plus increases in patrol force provided by working men on assigned 
days off. 





Chart 3 
GOVERNMENT OF THE DISTRICT OF COLUMBIA 


Metropolitan Police Department 
Part 1 Offenses Reported 


By Calendar Years 


1953 195), 1955 
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TABLE 4.—Offenses reported to the Federal Bureau of Investigation, by calendar years 


. Murder, nonnegligent manslaughter -- __ 
Manslaughter by negligence 


y 
. Aggravated assault 
. Burglary (breaking and Spee 
. Larceny-theft 
. Auto theft 


NAonewn 


Total, part 1 offenses 


Offenses reported 
District of Columbia 


1956 


Percent change 1955-56 


District of | National 


Columbia average 


709 
2, 621 
3, 216 
8, 090 
1, 655 


16, 589 


tt itt 
PP hr eT 
RAIN OW W100 


+1 
+1 


—9| +133 | 


—4 


Cities over 


+|tt++ 1 +++ 
S|, NE Propo» 
tw RON Dore 





TABLE 5.—Value of property stolen and recovered, calendar year 1956 


District of Columbia 


Stolen 


Recovered 
| 


Percent recovered 


District of 
Columbia 


National 
average ! 





Ourrency, notes, etc_...- 
Jewelry and precious metals_. 


Stolen automobiles. oe ass RR A naan a 


Miscellaneous... --_- 


Number of automobiles. 


$269, 894 
69, 391 
76, 346 
45, 517 

1, 119, 631 
262, 568 


1, 843, 347 


1, 655 


$19, 038 
9, 646 

775 

11, 503 

1, 051, 460 
56, 338 


1, 148, 760 


1, 483 





1 Average of 419 cities over 25,000 population. 





TABLE 6. 


Robbery: 
Highway ; 
Commercial house 
Oil station 
Chain store 
Residence 
Bank 2 
Miscellaneous. 


Burgalry 
Residence: 
During night__. 
During day 
Nonresidence: 
During night__. 
During day --- 


Total 


Larceny-theft: 
Pocket picking 
Purse snatching -- 
Shoplifting. 
From autos (except accessories) __ 
Auto accessories __ a0 
Bicycles__.._- 
All other 


Total. 
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| Offenses reported District 
of Columbia 


1955 


459 
, 052 


964 
741 


3, 216 


31 
248 

, 081 

, 068 
952 

, 307 
3, 403 


8,090 | 





t Represents 436 cities over 25,000 population. 


District of 
Cc 


Offense trends, calendar year 1956 


Percent chang 


‘lum bia 











TABLE 7. 


Murder, nonnegligent manslaughter: 
District of Columbia. 
National average ! 
Manslaughter by negligence: 
District of Columbia. 
National average ! 
Robbery 
District of Columbia. 
National average ! 
Aggravated assault 
District of Columbia 
National average ! 
Other assaults: 
District of Columbia. 
National average ! 
Burglary, breaking and entering 
District of Columbia 
National average ! 
Larceny-theft: 
District of Columbia 
National average ! 
Auto theft: 
District of Columbia 
National average !___-- 
Embezzlement and fraud: 
District of Columbia 
National average ! ‘ ; 
Stolen property (receiving, etc.): 
District of Columbia 
National average 
Forgery and counterfeiting 
District of Columbia. 
National average ! 
Rape: 
District of Columbia 
National average ! 


Prostitution and commercialized vice: 


District of Columbia 
National average !- 
Other sex offenses: 
District of Columbia 
National average !... 
Narcotic drug laws 
Distriet of, Columbia -.-.----. J 
National average ! 
Weapotis (carrying, ete.): 
District of Columbia 
National average !__._.........------ 
Offenses against family and children: 
District of Columbia 
National average ! 
Liquor laws: 
District of Columbia 
National average ! 
Driving while intoxicated 
District of Columbia 
National average 1 
Disorderly conduct 
District of Columbia 
National average ! 
Drunkenness: 
District of Columbia... 
National average ! 
Vagrancy: 
District of Columbia 
National average ! 
Gambling: 
District of Columbia 
National average ! 
Suspicion: 
District of Columbia_- 
National average ! 
All other offenses (except traffic): 
District of Columbia_- 
National average ! 7 
Total all offenses (except traffic): 
District of Columbia 
National average ! 


} 
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1 National average represents 1,551 cities over 2,500 population. 
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Courts 
WITNESSES 


HON. LEONARD P. WALSH, CHIEF JUDGE OF THE MUNICIPAL 
COURT 

WALTER F. BRAMHALL, CLERK 

MISS ANNA L. CALLAHAN, ADMINISTRATIVE OFFICER 


Mr. Razavt. We will now take up the estimate for the municipal 
court. 

Mr. Fowter. Under the same law, the municipal court is asking 
for $98,000. 

Mr. Rapaut. You may proceed. 


GENERAL STATEMENT 


Judge Watsu. Mr. Chairman, the municipal court is respectfully 
requesting your serious consideration of the item of $98,000 pertain- 
ing to the same act that has been under discussion. 


DETAIL OF BUDGET ESTIMATE 


The application of the funds, if granted, would be broken down as 
follows : $39,340 for personal services to provide 11 employees. One 
would be in GS-7, the supervisor, with the top salary of $4,525. The 
remaining salaries of $3,415 and 1 assignment clerk at a total of $4,- 
080. The total amount for personal services would be $39,340. 

The item of $19,660 would be needed for operating expenses of 
$2,000 for penalty mail, $1,665 for telephone expense, $2,870 for print- 
ing and reproduction of forms, record books, et cetera: $150 will be 
necessary to cover the cost of contribution to the group life insurance 
program ; $3,200 will provide the necessary supplies and materials; 
$1,650 will be needed for furniture, furnishings; $4,500 is for a post- 
ing machine; $1,068 is for 6 typewriters at $178 each; $2,557 is for 
contribution to the civil service retirement fund. 


COST OF CONVERTING STORAGE SPACE TO OFFICE SPACE 


In addition to that, there is an item of $39,000 for preparing the 
basement of the civil division at Fourth between E and F NW., to 
house the employees needed, not only from the Corporation Counsel’s 
Office but also from the court. 

Mr. Rasaut. How many rooms will be changed there ? 

Judge Waxsu. It will be an original construction. That is, it is all 
basement at the present time. 

Mr. Razavtr. How much of it is going to be fixed up? What is the 
size of the space ? 

Judge Watsu. I am referring to Mr. Bramhall, who is chief clerk 
of the court. 

Mr. Bramuat. One of the rooms is 35 feet wide and 48 feet long. 


Another is 35 by approximately 25. Then there is a third room about 
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the same size. Those rooms at the present time are subdivided by 


plasterboard, a very cheap type construction. There will be one large 
room we will have to start with. The estimates that have been given 
to us by the Department of Construction of the District government 
have indicated that we would need some auxiliary heating and air 


conditioning, fluorescent lighting, conduits under the floor for elec- 
trical use, and telephone conduits. 


Mr. Rasavur. Plumbing? 

Mr. Bramuartt. We have some plumbing there. We have 1 wash- 
room there and might have to have 1 more. 

Mr. Ranaut. Who gave you the estimate ? 

Judge Warsu. The Department of Buildings and Grounds of the 
District government. 

Mr. Rasavr. Is there elevator service there ? 

Judge Wausn. Yes, sir; and stairs. 

Mr. Rapaur. That will remain ¢ 


Mr. Bramuauy. Yes, sir. That space at one time was used by the 
Marriage License Bure: 


au for 7 or 8 years—part of it. So it has been 
made use of before. 


Mr. Ranaut. This is where you are going to put the “g 
puppy” division now / 

Judge Warsu. Yes. 

Mr. Rasavr. It certainly is in sequence. 

low many rooms are down there all together ? 

Judge Wausu. Just three. 


alloping 


Mr. Ranavr. Last year you converted 2 rooms for $36,000. 

Judge Wausu. That was on the first floor, Mr. Chairman. 

Mr. Ranaut. Was that upstairs last year? Was it done more elab- 
orately? We have 3 rooms now for $39,000 and last year we had 2 
for $26,000. 

Judge WausH. We made a courtroom for the domestic-relations 
court. It had formerly been the clerk’s office of the small claims. 

Mr. Ranaut. That had to be done a bit more elaborately, being a 
courtroom, and that is why it cost more last year; is that right? 

Judge Wausu. Actually, Mr. Chairman, the figures on the cost are 
always given to us by the District of Columbia; people who are in 
authority on that particular type of project. 

Mr. Ranaut. Judge, there seems to be something wrong here. 
quoting from the hearings of 1957 on the supplemental bill. 
provements in basement rooms, $36,000.” 

Judge Watsu. That is correct. 

Mr. Ranaut. It states: 


Lam 
*Im- 


Converting two basement storage rooms to office use includes installation of 
underfloor conduits for electric and telephone service, asphalt tile flooring, 
ucoustical tile ceiling, painting of wall surfaces, installation of conduits, shelving, 
et cetera. 

That is right down in the basement. You say there are only three 
rooms in the basement. 

Judge WausH. Mr. Chairman, without referring to Mr. Bramhall, 
that work was done on the first floor and not in the basement. It was 
clone because the marshal had two offices and they moved over to 
the District Court Building. That was in the domestic-relations re- 
quest that you are referring to, I believe. | 


Qo=90 -- o- 
dae ‘ 


radar? » oe 
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Mr. Rarwavt. It is written here, “Improvements in basement rooms.” 

Judge WatsH. That is correct. 

Mr. Rasavut. But it was not done in the basement ? 

Judge WaxsH. No, sir; it was done on the first floor. 

Mr. Rasavut. Was that explained to the committee? It must have 
been necessary. The money is gone and the rooms are fixed up and 
they are on a different floor. 


FUNCTION OF THE COURT UNDER PUBLIC LAW 94 


Judge Walsh, what will be your function as envisioned under Pub- 
lic Law 94? 

Judge Warsu. The domestic-relations branch of the municipal 
court, ‘composed of three judges, will determine all of those questions 
of law pertaining to the enforcement. That is, the disposition of the 
cases. We feel that in this particular type of case there will be a 
great many continuing procedures. In other words, there will be no 
settlement of the case in the sense of one decision. It will be a recur- 
ring thing and most of it will be taken care of by employees in the 
court. 

Mr. Rawact. I understand. Is this estimate predicated upon your 
maximum anticipated caseload of approximately 7,400 cases / 

Judge WatsH. Yes. 

Mr. Rasaut. Your caseload will drop; will it not? 

Judge Watsu. We certainly hope that it will. 

Mr. Ravavr. We will be w: atching it with an idea to reductions. 


PERSONNEL OF THE MUNICIPAL COURT 


What is the number of personnel now on the payroll and what num- 
ber are authorized? That is, in the municipal court. 

Judge Watsu. In the municipal court at the present time I believe 
the correct figure is 172 not counting 16 judges. The number of 
people employed at this particular time- 

Mr. Bramuatyi. They are completely filled up at the present time, 
except three positions. 

Mr. Rasavt. You do not have a full complement, is that right 

Mr. Bramuatyu. We have right now; yes, sir, except three. 

Mr. Rasavut. What number are you keeping vacant to absorb 
within-grade? Do you have anything like that? 

Mr. Bramuary. During the year we will have to keep probably 16 
to 17 positions vacant. 

Mr. Razavur. At the present time you have no vacancies ? 

Mr. Bramuaty. Right now during the summer vacation we have 
some employees who will go off our rolls the first of next month, and 
we will have to absorb that balance between then and June 30, 1958. 


PERSONNEL TURNOVER RATE 


Mr. Ranavr. Do you have an estimate of your turnover rate? 
Mr. Bramnaty. No, sir. I could work up some figures. 

Mr. Rasavut. Suppose you supply it for the record. 

(The information referred to follows :) 





| 
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The mainbatinans court for the District of C lelmmnbia, July 31, 1957 








l ; 
} Separations 
Fiscal year Gs | bidet iene 
| 
Number Percent 
_— a = sillentSeeiei tl joa — 
1953: 122 positions wat S | 1 | 0, 82 
3. | 14 | 11. 47 
4 3 2.46 
| 5 9 | 7.38 
16 bite wnwas¥ouds se 
17 2 | 1. 64 
Total separations for fiscal year 1953_. + o } 29 23.77 
1954: 126 positions | 3 9 | 7.14 
| 4 3 2.38 
5 3 | 2. 38 
| 6 1 .79 
| Ripeeus } 3 | 2. 38 
9 1 | 79 
| 12 | 1 | 79 
Total separations for fiscal year 1954 ee 21 16. 65 
| — nes om = 
1955: 143 positions - | 3 12 | 8. 39 
4 8 . 59 
5 t 2. 80 
1 6 
7 2 1. 40 
Total separations for fiscal year 1955 26 18. 18 
1956: 144 positions_ ._. r 3 ¥ 6.2 
14 9 2 
5 l iv 
o 
7 4 2.78 
Total separations for fiscal year 195¢t “ 23 15. 97 
1957: 184 positions 3 3 20 10, 86 
i x 4. 
5 4 2. 17 
6 l ; 
7 3 1. 63 
8 l 54 
10 l t 
Total separations for fiscal year 1957_-- . 38 20 
Note.—As indicated above, most of the separations are in the lower reese, 3 mam ‘ly GS-3 and GS-4 
These employees frequently resign after 6 months to 1 year and while this comes under the heading of turn- 
over, it does not result in savings to apply toward within-grade absorption 
Another example is that of the 11 bailiff positions. During the past 5 years there has been a tart 


56 percent with most of the bailiffs serving approximately 1 year. 
BREAKDOWN OF BUDGET ESTIMATE 


Mr. Ranaut. I note you are requesting 11 new positions. What 
is the lapse figure, if any, due to delays in recruiting ¢ 

Judge Waxsu. It is not computed in this estimate. This is for 
a yearly basis. 

Mr. Ranaur. You are requesting $2,000 for penalty mail and $1,665 
for telephone expense. How did you arrive at those figures ? 

Mr. Bramuary. We arrived at those figures by making compari- 
sons with other parts of the court. For example, we knew that our 
printing and supplies for the domestic rel: itions branch, while they 
were only running xbout 9 months of the year, they ran out of 
printing money before the 9 months was over, and we had to mime- 
ograph many of their forms. 

Mr. Ranavr. That is a comparable activity ? 

Mr. Bramuarn. Yes, sir. 


a 
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REQUEST FOR TYPEWRITERS 


Mr. Razavr. What kind of typewriters are you buyi ing for $178? 

Mr. Bramuauyi. Those are regular 15-inch carriage Royal type- 
writers bought through the Government on Government schedule. 
They are not necessarily Royal, but all the different makes of type- 
writers, I understand, cost that. 

(Norr.—See attached Government price list, which was furnished 
subsequent to the hearing.) 





Government Price List Contract No. GS-00S-3368 
Classes 54 and 104, Part 1 Effective July 1, 1956 through June 30, 1957 


The following corrections (indicated by bold face type and arrows) 


should be made in the above Government Typewriter Price List. 




















ON PAGE 9: 
Style of Carriage Paper Writing Gov't Price Federal! Gov't Price C 
Tabulater Designation Capacity Line Without Tax Excise Tax Including T 
Bar (one key "3° 11” 10” $164.25 $11.55 $175.80 
13° 13° 12° 168.75 11.85 180.50 
ke a Se 14° 177.75 12.45 190.20 
20° 20° 19” 215.55 15.60 231.15 €- 
27° 27 26” 263.25 18.45 281.70 
32” 3 31 283.00 20 40 308.40 
ON PAGE 13: 
Go ¢ 
Model tem No Carriage Paper Writing Price Federal Prica 
Designation Capacity Line Without Excise Including 
Tax Tax Tax 
Remington Electric 13” 13° 11.8" $295.00 $23.70 $318.70 
One ‘Key Tabulator 54-T-4798-10 8° 15 13.8” 325.00 25.50 360.50 
; oh egal a 20° 18.8" 355.00 27.30 32.30 
Remington Electric 13” 13° 10.0" 345.00 26.70 371.70 
Ten Key Tabulator 54-T-4798-10 15” 15” 11.8” 375.00 28.50 403.50 
<e 20° 20° 13.8" 405.00 0.30 435.30 
Rer Standard 54-T-5298 11° 1 10° 180.00 11.55 161.55 oa 
One “Key Tab lator 
Remington Noiseless 54-T-5298 11° 14.18” 9.25” 192.50 14.40 236.30 
One Key Tabulator 
Office-; 54-T-5298 11” 1” 10.3” 191.00 8.72 119.72 
Carn ng C2 se for Office-riter 13.05 13.05 
ON PAGE 33: 
ROYAL STANDARD 
to 1,466,000 $ 10.00 
1,466,001 to 1,664,000 12.50 
1,664,001 to 2,000,000 20.08 
2,000,001 to 2,273,500 22.50 
2,273,501 to 2,500,006 25.00 
500,001 to 2,750,000 30.00 
2,750,001 to 3,000,000 32.50 a 
3,000,001 t« 3,375,000 35.00 
‘375.001 to 500.000 50 
3,500,00] to $4,850,000 42.50 
3,850,001 to 4,175,000 50.00 
4,175,001 to 4,500,000 52.50 
4,500,001 to 4,815,000 55.00 
4,815,001 to », 350,000 65.00 
350,001 70.00 
Rebuilts Y, SY, CSY, HY, KHY 10.00 


Remington Rand macwints ano suppties 
DIVISION OF SPERRY RAND CORPORATION 


Q 8686 REV. 2 2 SUPPLEMENT 
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Mr. Rasavur. Are they electric? 

Mr. Bramuatu. No, sir; the electrics are around $400. 

Mr. Rasavur. I thought the Government had a new deal; is that 
what happened ¢ 

Mr. Bramuauu. The typewriters have gone up a great deal. 

Mr. Passman. Will the chairman yield? 

Mr. Rapavr. Yes. 

Mr. Passman. Are not you buying new typewriters? The electric 
typewriter is certainly more desirable and faster, and it is generally 
understood that the manual typewriter will be at least obsolescent in 
a matter of a year or 2 years? Is that not a matter of fact? 

Mr. Bramuaty. I could not answer that. 

Mr. Passman. If so, why not request money for electric typewriters 
and get something modern and up to date? I am not recommending 
spending additional money. 

Mr. Rapavr. You are not? 

Mr. PassmMan. You are going to be trading these typewriters in 
another year or two on more modern equipment, and I wonder if you 
have given thought to this. Maybe you might get by all right with 
2 typewriters now rather than 5. 

Mr. Rasavr. You mean discharge some stenographers and have 3 
instead of 5¢ 

Mr. Passman. Is not this worthy of consideration ? 

Mr. Bramuauy. Yes, sir. Iam sure, if we had money to buy these 
at $500, we would. 

Mr. Passmanx. You do not buy a model T Ford because you do not 
have money to buy a late model; do you? It is either desirable or it 
is not desirable to have these new-model typewriters. This should be 
established. Thank you, Mr. Chairman. 

Mr. Razavr. How did you arrive at the estimate of $2,557 for the 
civil service retirement fund contribution ? 

Mr. Bramuau. That is based on a percentage. I believe it is 6.5 
percent of the payroll. 

Mr. Ranaut. How many rooms are you planning to convert to office 
space for $39,0004 That is three ? 

Mr. Bramuay. Yes, sir. 

Mr. Ranaut. Are there any questions on the municipal court ? 

Mr. Passman. What is the difference between an “absconding 
pappy” and a “galloping pappy” ? 

Mr. Rapaur. One goes faster than the other. 

Mr. Passman. Under this “galloping pappy” law, what is the total 
cost of the first. year? 

Judge Watsu. The total cost of the first year would be $98,000 plus 
$55,000. 

Mr. Ranavur. $153,000. 


REQUEST FOR A POSTING MACHINE 


Mr. Passman. You are requesting $4,500 for a posting machine. 
What type of a posting machine ? 

Judge Watsn. Mr. Passman, it is my understanding that it is the 
type of machine that is used for the computation of the receipts and 
expenditures. Mr. Bramhall would be in a better position. 
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Mr. Bramuati. Mr. Passman, no determination has been made 
as to the make but I understand it is common practice in other 
yur isdictions to have a bookkeeping or posting machine to take care 
of the continuing cases. You have a caseload in a court of several 
hundred eases earried over from year to year. Some of these cases 
will be with us until the children reach 16 years of age. We have to 
keep records. 

Mr. Passman. You have index files for those records. This post- 
ing machine is merely to put the card in, post it, and take it out to 
file it? 

Mr. BRaMHALL. Yes, sir. 

Mr. Passman. This appears to be a lot of money for a posting 
machine. 

Mr. Bramuary. We obtained that figure from a machine now in 
use in the juvenile court in the District of Columbia, and we under- 
stand it cost from $4,100 to $4,300 or possibly as high as $4,500. 
We do not know the exact cost yet. It depends on the requirements 
as to how the machine is set up. But that is the approximate cost, 
I - Bs a 

. PassMan. Do you have access to the surplus machines of the 
Gen 1eral Services Administration ? 

Mr. Bramnatyi. Through the District government, yes, sir. 

Mr. Passman. Have you ever had an opportunity to check some 
of their rebuilt typewriters ? 

Mr. Bramnary. Yes, sir. During wartime we bought a few but 
they were not too satisfactory. 

Mr. Passman. I have been able to obtain some very satisfactory 
rebuilt typewriters for $30, for use in my district office. 

Mr. Bramuatt. Is that price general to everyone or just to Members 
of Congress ? 

Mr. PassmMan. To all Federal agencies. If vou are going to sooner 
or later give some thought to buying electric typewriters, maybe you 
would like to check with the General Services Administration and 
ascertain what they have available and at what price. I believe you 
would be able to obtain late-n — typewriters that function just about 
as well as new ones for about $ 

Mr. Bramnauu. If we patie: save much money, I would be glad to 
do it. 

Mr. Passman. Are you recommending in effect that the appropria- 
tion be handled on that basis? 

Mr. Bramuau. No, sir. 

Mr. Passman. If you look into the matter, you will find out about 
it and inform us about it before we mark up the bill? 

Mr. Bramuars. If I can find out that quickly, yes, sir. 

Mr. Passman. I will help you if you have trouble. 

Mr. Bramuau. All right. 

Mr. Rapavut. Thank you, Judge. 

(The following information was furnished for the record subsequent 
to the hearing :) 
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THE MUNIcrIPAL Court ror THE District or COLUMBIA, 
July 31, 1957. 
Lion. Orvo ERNEST PASSMAN, 
House of Representatives, 
Washington, D. C, 

Dear Mr. PASSMAN: With reference to your question concerning the possibility 
of purchasing rebuilt typewriters at $30 each from Government surplus property, 
I checked with General Services Administration to see if there were any rebuilt 
typewriters available at this time. 

As of this afternoon, I was told that the General Services Administration has 
only a few 1946 Remington and L. C. Smith rebuilt typewriters on hand. They 
have no machines newer than 11 years old at the present time, and I understand 
that these rebuilt machines do not carry a warranty of any kind. Further, there 
are no rebuilt electric typewriters available. I was told that they sometimes 
obtain a machine in generally good condition but could make no commitment 
for a number of machines because they never know just when machines will be 
available, nor their age or condition. This makes it difficult to plan purchasing 
on any set time schedule. 

I have talked to the Procurement Officer, District of Columbia, as to the 
District’s policy in purchasing used or rebuilt equipment. I understand that the 
general thinking on this problem is that it is not economical in the long run to 
purchase rebuilt machines on the grounds that most District government agencies 
ure permanent in nature and the employees using these machines are generally 
pernianent career employees, and it is better to give them the latest and best 
equipment that can be obtained. 

Since we never trade a typewriter until it is at least 10 years old, the annual 
cost, based on the purchase price, is only $17. Last year our cost of repairs 
and overhauling of typewriters was $373 or an average of approximately $4 
per machine. I understand that the Federal Government cost for maintenance 
is about $5 per machine. 

We have 2 machines that are 21 years old, 2 at 19 years, 1 at 18 years, 1 at 
17 years, 3 at 16 years, 2 at 12 years, 5 at 11 years, and 12 at 10 years. Almost 
one-third of our typewriters are from 10 to 21 years of age. 

It has been our practice to trade in the oldest machines in order to have 
more modern equipment on hand and to cut down the maintenance cost. 

Where typewriters are in steady use day after day the year around, it is 
doubtful if purchasing rebuilt machines 11 to 15 years old would be any econ- 
omy from the standpoint of maintenance and also for employee labor costs 
when typewriters are out of order. 

I wish to assure you that I shall give careful study and consideration to your 
suggestions as to newer machines when they become available. 

Sincerely yours, 
WALTER F. BRAMHALL, Clerk of the Court. 


DerARTMENT OF LICENSES AND INSPECTIONS 
WITNESS 


CABELL GWATHMEY, DIRECTOR 


Mr. Fow.er. Our next subject has to do with the District of 
Columbia Charitable Solicitation Act. Ten thousand dollars is re- 
quested for the Department of Licenses and Inspections. Mr. 
Gwathmey will justify it. 


EFFECT OF PUBLIC LAW 8&7 


Mr. Rasautr. Mr. Gwathmey, I see the estimate here is $10,000. 
Would you explain for the record what Public Law 87 is to accom- 
plish. 

Mr. Gwatrumey. Yes, sir. This is the act which was approved on 
the 10th of July. It is designated as volume 71, Statutes, page 278 
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and it is intended to minimize in the District the abuse of solicitation 
for charitable purposes. This is a new task that we are trying to 
gage as to what it means in terms of workload to us and when we 
can expect to get regulations out under this act. 

The act itself provides for the development of regulations by the 
Commissioners, and it calls for public hearing. It also sets up a pro- 
vision for a Citizen’s Advisory Committee which may be appointed 
at any time. We have actually recommended names to the Com- 
missioners for that, but this has just. recently been completed. 

Mr. Rasacr. Who do you mean by “wwe” ? 

Mr. Gwarumey. The Department of Licenses and Inspections. 
We have tried to estimate how long this will take. In our past experi- 
ence matters of this kind involving a citizens’ committee which 
participates in and recommends the regulations, we think it will be 
very difficult for us to get to the point of having regulations until 
about January or perhaps February of this coming year. The law 
then provides a 60-day period after adoption of the regulations before 
they become effective. 

Our present forecast is that we will be in business under this law 
during the last quarter of this fiscal year. This estimate of $10,000 
is for that quarter. In giving the sum of $10,000 T would like to in- 
vite attention to the fact that this entire amount is not repetitive as 
a typical quarter for the coming years, if our estimate is anywhere 
near correct. 


ANNUAL COST OF ENFORCING THE ACT 


The repetitive amount—in other words, the amount showing up in 
the fiscal year 1959 budget for the continuation of this activity— 
would be $25,000 a year. This is not a typical quarter but is to get 
into business with equipment and with certain initial expenditures 
which would not be repetitive. 

Mr. Raravr. You anticipated some of my questions. How is it 
going to work out when you state in the justifications that it. may not 
pr ovide sufficient staff ? 

Mr. Gwatumey. You mean in this last paragraph here? 

Mr. Rasavr. Yes. 

Mr. Gwatumey. Well, we are in the position of having to make our 
best estimate. We think this is enough. We have been going over 
the items in this act, and trying to determine which parts of them 
we can rely on the police to help us on, which parts we will have 
to do as new tasks, and which parts we can absorb into sections of 
our license office already established. The conclusion is that 3 investi- 

gators and 3 clerks are needed. We think that is a pretty good esti- 
mate which will work, and do not anticipate that it is going to change 
in the future. However, this is a little like the Corpor ation Counsel's 
problem discussed earlier. It is our best estimate, and we do not 
know exactly what we are getting into. Some of the language of 
the act. looks pretty all-encompassing. It involves a lot of auditing, 
a lot of monitoring of newspapers, and radio stations, as well as 
TV programs. We do have somewhat similar regulations which to 
some extent. give us an idea of what our task will be. This is a fair 
estimate at this point, and we do not expect it to change. 
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EXISTENCE OF SIMILAR LEGISLATION IN OTHER CITIES OR STATES 


Mr. Razacrt. Is is a similar law to this in existence in other states / 

Mr. Gwatrumey. I am not aware of it, sir, if there is such a law in 
another jurisdiction. We have not had time yet to send our ques- 
tionnaires. We usually do try to find out what other jurisdictions 
may be doing. 

Mr. Rasavr. It seems to me the first thing I would do would be to 
find out what the other fellow is doing with a similar problem. 

Mr. Gwarumey. We intend to do that, but at this point we have 
not. been able to determine what other cities have a law of this kind. 

Mr. McLaveuuin. There are several States, Mr. Chairman, that 
have similar laws. I know of New York and Pennsylvania, but there 
are other States. However, all of them vary. 

Mr. Rasaut. Well, you are trying to stop something that borders 
on a racket anyway, and the estimate is going to be $25,000 a year, as 
a cost to the people who are victims of the 1 ‘ackets, maybe. 

Is the cure better than the disease, or what? What is it money- 
wise / 

Mr. Gwatumey. I do not know that I can give you any statistics 
on it, since we have not been in the business of investigating or check- 
ing on the extent of these things. What knowledge we have comes to 
us man informal and not entirely reliable fashion. There are no firm 
figures but every year we know at Christmas time particularly or the 
holiday season that there are a great many organizations that show 
up here, or claiming to be organiaztions, to solicit for various con- 
tributions we learn of them through their applications for permits 
to use public space for solicitations or privileges of that kind. The 
Department has some knowledge of a few of them which are in what 
we would call the illegitimate or racket type of operation. 

Mr. Ranaut. Well, anything that is a racket ought to be stopped, 
but the point is that it seems some little study ought to be made of it 
before vou come in with an estimate for 3 months for $10,000, and 
then it could be $40,000. However, you feel it might only be $25,000? 

Mr. Gwarumey. Yes, sir. We are in a position, I would say, sir, 
to absorb a little of this load— 

Mr. Ranaut. Could you not aheoth this load for this year with the 
idea of going through Christmas and see what it amounts to so you 
could really come forward with a plan for it? 

Mr. Gwatrumey. We could do that, sir. 

Mr. Rawavr. You know, if I were to say to you: “What are you 
going to do?” you could give me some ge meral statements, but that is 
about all. 

Mr. Gwarumey. Yes, sir. 


PROPOSED REGULATIONS UNDER THE ACT 


Mr. Ranaur. However, after you looked into it, you would have a 
broader knowledge of it. Has the Board of Commissioners devised 
the necessary regulations to implement the act ? 

Mr. GwatHMey. No, sir. 

Mr. Ranaut. When are they going to do it? 

Mr. GwarHMey. The first step to achieve this is, I think, the ap- 
pointment of the Citizens Advisory Committee which always takes 
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part in the development of a regulation of this kind. The Depart- 
ment of Licenses and Inspections has already started the drafting of 
these regulations. But when we get a Citizens’ Advisory Council 
they will participate in the development of these regulations which 
will possibly, as in the past, go through several drafts before they 
reach a point at which they are thoroughly ready to go to a public 
hearing. 


NEED’FOR A SUPPLEMENTAL REQUEST FOR FUNDS 


Mr. Raravr. This is brought up as a supplemental estimate. 

Mr. GwatHMey. Yes, sir. 

Mr. Rasavr. It is far from an item for a supplemental bill. It 
is only a small item, and we have spent a lot of time talking about 
it, but the point is that it is going to set a pattern. There ought to 
be some sort of pattern set and then bring it up here. That is what I 
think about it. Bring it up in the regular budget. It is hardly an 
item to come up as supplemental. 

Mr. Gwarumey. Weil, the only thing I can say is this, sir: I have 
already been approached by tele »phone and personal contact by a great 
many people in town who are apparently quite eager to see something 
done under this act. 1 feel that there is going to be a good deal of 
pressure to get the regulations out, and to get the law into operation 
rapidly, and it was in anticipation that we would have to act pretty 
promptly that we decided to go into enforcement this year rather 
than waiting until the next fiscal year. 

Mr. Razavr. Could you not handle this from now until, say, Christ 
mastime, because that is your bad season, 1 presume, or in the fall / 
Could you not handle this thing by yourself for this one period, and 
then bring it up next year and you would have your experience as 
a basis for a money request ? 

I am favorable to the legislation. 

Mr. McLaveu iy. It is rather difficult to get that experience, Mr. 
Chairman, without the personnel with which to do the canvassing 
in carrying out the act. 

There were many extensive hearings or sessions held on this. 

Mr. Razavt. I was thinking of this as being applicable to the Jast 
quarter of the calendar year. However, the just ific ution states that 
you are going to put this into effect in the Jast quarter of the fiscal 
year, which is next April. 

Mr. McLaveuuin. That is right. 

Mr. Rapavur. That is all the more reason that you could let it go 
over until the first of next year. 

Mr. GwatumMey. No, sir. 

Mr. Rapavr. I was thinking you were going to do it for the last 
quarter of the calendar year. 

Mr. Gwatrumey. No, sir. 

Mr. Razsavr. I thought you were talking about these activities 
which would come up at that time of the year. 

Mr. Gwarnney. I would like to point out that there are some 8 
functions stated in section 3 of the act, which the Commissioners are 
required to carry out, and they are quite detailed. There is a good 
deal of auditing and monitoring and going into a lot of details that 
we at this time simply do not have the personnel to handle adequately. 
We might nibble at it, but I do not think we would do a creditable job. 
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Mr. Ranaut. Under your own request, you will not have funds until 
next April. 

Mr. Gwarunmey. That is correct. I do not think we will have the 
regulations under the law, and — law says it is not effective until 
60 days after the regulations are adopted. This seems like a small 
amount. In a bigger Sebuirtmnenit than ours, with a bigger budget, I 
think the vy might absorb an amount like this, but in our Department 
we find it quite difficult to find the people to do the oo which is much 
more important than the money to us, because we are criticized for 
not taking action promptly when these new laws get before the public 
and are given publicity in the press. 

Mr. McLaveuttn. I would like to say this, Mr. Chairman: I think 
the successful administration under this act is going to be watched 
pretty closely by the community, and if we are ¢ rippled i in the begin- 
ning and unable to administer it as anticipated, it could have a detri- 
mental effect even when the next fiscal year sets in, when, presumably, 
we would have the funds to proceed. I know we are getting continu- 
ous calls and letters from the public on the effect of this bill. 


DETATL OF THE BUDGET ESTIMATE 


Mr. Ranavur. Would you please submit for the record a detailed 
account of how you plan to allocate this $10,000, such as by grade 
and title of the personnel, and what you plan to spend for the various 
objects and classes of expenditure ? 

Mr. McLaveututn. Yes, sir; we will do that. 

Mr. Rasavutr. You do not need any money for the Commissioners to 
adopt regulations, do you ‘ 

Mr. Gwatumey. No, sir; I have the breakdown which Commis- 
sioner McLaughlin agreed to furnish right here. I think it is in 
sufficient detail, but we could give you still more if you would like to 
have it. 

Mr. Razavtr. We will put the breakdown which you have with you 
into the record at this point. 

(The matter referred to follows:) 


LICENSES AND INSPECTIONS 
(Administration of District of Columbia Charitable Solicitation Act, $10,000) 


Financial analysis 


Activity 3 
license aud 
Object and subject: permit 
01 Personal service: 11 Classified employees... ~~ dicciiitat, (atl nae 
C2 Travel: Zo Avwtt : SUOWRRRRsn seid anc oes sashes ae 175 
04 Communication service: 10 Postage____.______- J ee SERS 950 
06 Printing and reproduction: 10 Printing_._.__._._._____________.__ 1,000 
O08 Supplies and materials: 97 Office supplies______- nical dala DO 
09 Equipment: 

TO ct os Se eee  tnineti ls ie eaa aca ee ee 1, 150 
26: OMe cnnsmennt... .. is des sie pease 525 

11 Grants, subsidies and contributions: 21 Civil Service retire- 
PROT oii et hatin io cee een tes adeeb i ont ec tabla 319 


TE UTE aod ithaca cece an bitten enaaribeed cabana a cmaaenanitieiaeecae __. 10,000 
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SCOPE OF THE ACT 


Mr. PassMAn. Will the chairman yield briefly ? 

Mr. Rapavurt. Surely. 

Mr. Passman. W hat is the name of the principal charitable fund- 
raising organization in the District of Columbia ? 

Mr. McLaueuurn. It is the United Givers’ Fund. 

Mr. Passman. Do you have a list of the organizations which par- 
ticipate in the funds r ‘aised by the United Givers’ Fund 

Mr. Gwarumey. Yes, sir; they publish our list each year. 

Mr. Passman. Does the United Givers’ Fund include the Salvation 
Army, the Crippled Children’s Fund, and similar organizations? 

Mr. Gwatumey. Yes, sir; it does. 

Mr. McLaueuuin. I believe there are 138 organizations. 

Mr. Gwatumey. I believe that is correct. 

Mr. Passman. Does the Solicitation Act, Public Law 85-87, give 
this Department authority to check the books of the individuals who 
participate in the operations of the United Givers’ Fund? 

Mr. McLaventin. It would give us that right. As I see it, the 
definition of “persons soliciting” includes cor porate groups, associa- 
tions, and everything else. 

Mr. Passman. It states here that the District of Columbia Chari- 
table Solicitation Act provides for the control of all individuals, 
firms, partnerships, corporations, stock associations and companies 
and societies and other organizations engaged in soliciting for a 
charitable purpose. 

Now, 1 can see the purpose for the law; but it appears to me as 
being just a little farfetched. To offset a lot of the bad I have done 
in life Dtry to do a little good, and I was active in Salvation Army 
work for years, and in C rippled Children’s work; and I am not sure 
it is not a stigma on some of these organizations which have been 
active for generations to say, “We want to come in and have a look 
at your books.” 

In order for an individual to be able to solicit funds for char ity, 
he must first obtain a permit from the District of Columbia ? 

Mr. Gwatumey. Yes, sir. 

Mr. Passman. Would not that be the proper time to scrutinize the 
character and integrity of the individual or the organization which 
has for its purpose the solicitation of funds? 

Mr. McLavueurrn. Well, Mr. Passman-——— 

Mr. Passman. Could not that be determined at the outset? You 
must have asked for this legislation in order to have the right to go 
in and have a right to look at the books. 

Mr. McLavetrrrn. You mean of the soliciting agency ? 

Mr. Passman. I am talking about the reeipients of the United Giv- 
ers Fund. 

Off the record. 

(Discussion off the record.) 

The Solicitation Act provides that “person” means any individual, 
firm, copartnership, corporation, company, association, or joint stock 
association, church, religious sect, religious denomination, society, 
organization, or league, and includes any trustee, receiver, assignee, 
agent, or other similar representative thereof, and ehawiahte the right 
to examine their financial books and records to determine the amount 
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of collection expenses and distribution of funds, and to investigate the 
method of making or conducting solicitations and where warranted to 
suspend or revoke any certification of operation. Suu 

Would it not be proper to determine the eligibility of the individual 
and his qualifications in regard to integrity and the character and pur- 
pose of his endeavor at the time you issue the permit / 

Mr. McLavueuury. That is what we do, Mr. Chairman. 

This is the books of the solicitors; it is not the books of the recipient 
of the funds. 

Mr. Passaman. Should the Salvation Army, for example, decide to 
withdraw from the United Givers Fund—and many times these organ- 
izations do—with reference to one of the finest organizations in the 
country, you have a right to go in and check every item on the books, 
as to where they obtained money, how they distributed it, and when 
they distributed it. 

That is the broadest language I have ever seen. If I had known of 
it, | would have certainly opposed it on the floor of the House. I do 
not like it at all; such activities have been a part of my life. Consider, 
for instance, the Catholic Daughters, or the people in my own church. 
They hold, say, bazaars and they raise money. I would dislike having 
some auditor in Monroe, La., prying arownd as to what these good 
sisters did with the money they raised selling coffee and apple pie. 
This language is as broad as any language I have seen im my experi- 
ence in Congress. 

Mr. Gwarumey. May I read a section of the act 

Mr. Passman. Yes. 

Mr. Gwarumey. This is under section 4, paragraph D. It says: 

The Commissioners may by regulation prescribe the terms and conditions 
under which solicitations in addition to those enumerated in subsection (b) 
of this section may be exempted from the provisions of subsection (a) of this 
section, and sections 6 and 7: Provided, That no exemption granted under author- 
ity of this subsection (d) shall exceed for any calendar year $1,500 in money 
or property. 

Mr. Passman. The Salvation Army would raise that amount in one 
afternoon. 

Mr. Gwarumery. That was read to support my statement that the 
act puts us in the auditing business. 

Mr. Passman. Well, of course, the law has already been passed. If 
we supplement it with the money to carry it out, you would have the 
right to do all these things I have enumerated / 

Mr. Gwarumey. Yes, sir. 

Mr. Passman. I think determination should be made at the time 
of the application as to the character of the individual, the organ- 
izations, and the purposes; and if that has been firmly established. I 
do net know why you would want to go any furtlier. You certainly 
would not pass the plate around in the church for the offering, and 
then follow through to see whether or not the priest or the preacher 
put the money in the bank. 

Mr. Gwarumery. I donot think that is contemplated. 

Mr. McLaveniiy. That is for religious purposes. 

Mr. Passman. What do you think some of these organizations we 
are speaking of are’ They hold these bazaars to raise money for 
specific charitable purposes; and we have, for example, the Salvation 
Army and the crippled children’s organizations; but according to this 
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law, for any of these other than the United Givers Fund, and maybe, 
that, too, you may audit their books completely. This is the strongest 
language I ever saw dealing with purely charitable organizations, but I 
shall not make any further case on it at this time. 

Mr. James. Mr. Chairman, as I understand this law, it is not 
intended for the purpose of impeding the work or embarrassing well- 
organized, well-established, and well-known charitable institutions 
that collect regularly, and which are well known probably throughout 
this part. of the country and probably in some instances throughout 
the Nation. It is, rather, to hamper the phonies and the fakers; is 
it not? 

Mr. McLaveutrn. Yes, sir; that is correct. 

Mr. James. Of course, in order to do that, you would have to have 
the same privileges of examination for all organizations, if you were 
going to examine any; would you not? 

Mr. Gwarnaey. I would think so; yes, sir. 

Mr. James. The chances are 9 to 1 that you would never ask the 
Red Cross to open their books for an imspection of their financial 
behavior, would you? 

Mr. Gwatumey. The act specifically exempts churches and the Red 
Cross, but not some of these other organizations. However, it does 
specifically exempt church organizations and the Red Cross. 

Mr. Passman. But not the Salvation Army, or other similar 
yea 

Mr. Gwatumey. No: that is correct. 

Mr. James. I think it would be reasonable to anticipate that this 
Department would hardly get into the business of such an organiza- 
tion as the Salvation Army, and organizations of that sort. 

Mr. PassmMan. Will the gentleman yield for one further observation ? 

Mr. Rasaut. Does not the Salvation Army have a cathedral / 

Mr. Passman. Yes, sir; they have their chapels. 

Mr. Rasaut. Would that put them under this act? 

Mr. Passman. Should not this determination be made at the time 
these organizations make an application to solicit funds; and if they 
satisfy you at that time, that the purposes are good, then these provi- 
sions of the law would not be needed ? 

Mr. James. I assumed that in my question. I do not question that 
for an instant. 

Mr. PassmMan. But they do go further than that, Mr. James. 

Mr. James. No: if they are going to bring people in and examine 
them, they have to make a fair investigation of the purposes and 
reasons for these solicitations, and in doing that, the interrogation 
would naturally bring out anything that they would deem in their 
wisdom and ordinary regulations as improper to granting a license. 

Mr. Passman. But this is so broad, and so far-reaching, and so 
strong, that I do not concur with it. Our able chairman brought out 
the fact that you could name offhand only two States with a similar 
law. Why not follow the chairman’s recommendations and put this 
act aside until you deter mine how this matter is being handled other- 
wise in other plae es? 
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SECTION OF THE ACT IN EFFECT NOW 


Mr. Gwarnuney. I would like to point out that there are three sec- 
tions of the act that are in effect at this moment. They are sections 
10, 11, and 16. Section 10 is the one which says the Commissioners 
may appoint an Advisory Committee to advise the Commissioners in 
respect to any matter relating to the enforcement of this act. 

The conversation that we have just had here, I think, illustrates the 
difficulty that the Advisory Committee and the Commissioners will 
face in developing the regulations. That is why we do not think we 
will have the regulations ready until the last part of this year. 

Mr. McLaventin. Mr. Chairman, could I put this section 4 (b) 
into the record ¢ 

Mr. Rapavr. Surely. 


EXEMPTION PROVISION OF THE ACT 


Mr. McLavucGuuin (reading) : 


The provisions of this act shall not apply to any person making solicitations, 
including solicitations for educational purposes, solely for a church or a religious 
corporation or a corporation or an unincorporated association under the super- 
vision and control of any such church or religious corporation: Provided, That 
such church, religious corporation, corporation, or unincorporated association 
is an organization which has been granted exemption from taxation under the 
provisions of section 501 of the Internal Revenue Code of 1954; Provided further, 
That such exemption from the provisions of this Act shall be in effect only so 
long as such church, religious corporation, corporation or unincorporated 
association shall be exempt from taxation under the provisions of section 501 
of the Internal Revenue Code of 1954. 

That exemption is quite broad, In fact, it just went in during the 
latter stages of the hearings on the subject in order to bring some 
of the opposing people i In to support the bill. 

Mr. Ranavr. At the time of the hearings on this bill were there 
quite a few people called in to testify ? 

Mr. McLaveuurn, There were many. I testified on one occasion, 
and T am sure there were 20 people remaining to be heard at the time 
I left the hearing room to go to something else. 

Mr. Fowter. Mr. Chairman, the strongest and most active advocate 
of this law has been this subcommittee over the years. I can remem- 
ber years and years back how you used to put in your recommenda- 
tions ina report asking us to do something about the phoney rackets 
in the District of Columbia. So, I think this subcommittee can take 
a great deal of credit for the activities they had in the interest of a law 
such as this. 

Mr. Passman. That had to do with charitable rackets. 

Mr. Fowrrer. Yes, sir. 

Mr. Passman. There is certainly a difference between bona fide, 
recognized, old organizations and rackets. 

Mr. Fow.er. It had to do with the control. 

Mr. Passman. You never should have issued a permit for these 
rackets to solicit funds. The facts should have been determined at 
the time application was made for a permit. If you had determined 
at the beginning their character or their integrity or the lack of it, 
you would not have had any trouble later. 
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Mr. McLavenrrn. We did not issue a permit for that purpose spe- 
cifically, until this law was passed. 
Mr. Fowrrr. We never have. 


NATIONAL ZooLocicaL Park 
WITNESSES 


DR. T. H. REED, ACTING DIRECTOR 

LEAR GRIMMER, ASSISTANT DIRECTOR 

T. E. FAUNTLEROY, ADMINISTRATIVE ASSISTANT 
DR. J. L. KEDDY, SMITHSONIAN INSTITUTION 

MRS. DAISY B. FIELDS, SMITHSONIAN INSTITUTION 


Mr. Rapact. We will now take up the estimate of $49,000 for the 
National Zoological Park. 

Mr. Fowrer. Mr. Chairman, Dr. T. H. Reed, is the Director, and 
he has his staff accompanying him here. Also here is Dr. John Keddy 
of the Smithsonian Institution, and he is accompanied by Mrs. Fields 
of the same Institution. 

Dr. Reed will justify the request. 

Mr. Rawavt. The estimate is $49,000. The appropriation for 195s 
was $784,000. 

Dr. Rreep. Yes, sir. 

Mr. Rasavt. Do you have any statement which you wish to make? 
If not, we shall ask you some questions. 

Dr. Reep. All right, sir. 

Mr. Ranaut. This item constitutes a pay raise for the 48 animal 
keeper positions at the zoo. 


AUTHORITY TO TRANSFER POSITIONS FROM GENER SCHEDULE TO WAGE 
BOARDS RATES 


What is your authority to take positions from the general schedule 
classification and place them under the wage board ? 

Dr. Reep. Section 105 of Public Law 763, 83d Congress, title I 
amendments to the Classification Act of 1949. 

That was supplemented by the Civil Service Commission’s Depart- 
ment Circular 770, which was sent to all agencies of the Federal 
Government covering the wage board conversions, and section 416 
of the Smithsonian Institution amendment. 


ROLE OF DISTRICT OF COLUMBIA IN DECISON 


Mr. Rapavut. What decision or what voice did the District of Co- 
lumbia have in this decision ? 

Dr. Reep. We consulted with them and told them we were going 
ahead with this conversion. 

Mr. Rapavut. Did you just call them up, or did you write them? 

Dr. Reep. I believe it was done by telephoning. 

This. conversion was necessary due to the fact that we had lost a 


cood many able men through transfers to other Government agencies 
or to industry. 
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Mr. Rasavt. It seems to me as if this should have been done by a 
letter at least. After all, the District government finances the ac- 
tivities of the zoo. 

Dr. Keppy. Mr. Chairman, may I say that this step was taken only 
after conferring with the District ‘budget officials. 

Mr. Rasaut. My thought in this matter is not particularly against 
the zoo or any other division of the District government, but “there 
has to be a proper sort of cooperation between these two agencies 
of the government. I think that applies to the zoo as well as to any 
other department of the government. 

Dr. Rep. We, of course, as you know, are under the jurisdiction 
of the Smithsonian Institution and our funds are appropriated in 
the District of Columbia appropriation act. We are in a rather 
peculiar situation, along with certain other Federal agencies here in 
Washington. 

Mr. Rasavut. Does the Smithsonian do it? 

Dr. Reep. This conversion was made with the technical advice 
of the Personnel Division of the Smithsonian Institution and in ac- 
cordance with recommendations of the Civil Service Commission. 

Mr. Rapzavut. What did they do? In what manner was it done? 

Dr. Rreep. We conducted the survey of the other major zoos in 
the country to find out what the salaries were which they were pay- 
ing. 

Mr. Rasavr. That is not the point I am asking about. I am not 
questioning the justification for it, or anything like that. I am just 
questioning the manner in which it was done. 

What was the regular routine of business, or was it just a matter of 

calling the District. and saying “This is what we are going to do”? 

Dr. Reep. No; this was thoroughly worked out and thoroughly 
studied, as to what was most just and equitable from the standpoint 
of our men. This was not done hastily. There was a great deal of 
study and work which went into this. 

Mr. Fauntrieroy. Mr. Chairman, this was a personnel problem, 
and therefore subject to determination by the Smithsonian Institu- 
tion. 

Now, it is true that we derive our funds from the District of Co- 
lumbia, but that money is transferred to the Smithsonian Institution 
which administers it. 

Mr. Rarsaur. But you are still a subdivision of the Government 
under the Smithsonian Institution. Although they are your superior, 
they are under the Federal Government but, nevertheless, the zoo 
is financed by the District of Columbia. It is certainly something 
which has to be taken up with the duly constituted authorities of the 
District of Columbia in the most proper manner, and the proper 
manner is an exchange of ideas in order that the matter may be 
understood. It cannot be something that someone says “this is what 
we are going to do,” and going ahead, because when you do that, 
you may have a hard proposition in dealing with other matters sub. 
sequently. 

What would be the effect if the committee were to disapprove this 
item ? 

Dr. Rerp. If the committee were to disapprove this item, it would 
necessiate our curtailing our activities to a great extent, and we would 
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of necessity have to reduce a number of animals on exhibition, and 
to reduce the number of positions at the zoo. We are operating at a 
minimum, or slightly below a minimum, at the present time, and we 
would have to cut back even further. It would be disastrous. 

Mr. Rasaut. By your own admission, you can see what this could 
get into. If the committee did not approve this item, then you would 
be up against it, which is something that would not happen normally 
if you handled this matter properly in the first instance. 

I note that Public Law 763 was approved September 1, 1954. Ap- 
parently, you converted quite a few of your employees to wage board 
at that time, as you had 50 of your employees under the wage board 
in fiscal year 1957, out of approximately 140 positions. Why is the 
decision being made now, 3 years after the passage of the authoriza- 
tion act to convert these animal keeper positions / 

Dr. Reep. At the time the wage board conversion was originally 
made the mechanical trades naturally went into the wage board se- 
ries, and at that time there was, as I understand it, quite a discussion 
as to whether the animal keeper should go under a GS series, or the 
wage board series. At that time it was ‘decided to keep them under 
general service. Since that time, we have lost too many good men. 
We just cannot keep them for the salaries that we are paying. 


PERSONNEL TURNOVER RATE 


Mr. Rasavut. What has been your turnover rate / 

Dr. Reep. During this last fiscal year we have lost 9 good men, 2 by 
retirement, and the rest of them have gone elsewhere to seek employ- 
ment. 

Mr. Rapavut. That is seven out of how many ? 

Dr. Reep. That is 7 out of a total of 48. Also, with this comes the 
connecting fact that in recruitment we are not able to get good men; 
we are unable to attract good men to come to the zoo to work for us. 
We were getting applicants that, frankly, were not even good sub- 
hired hands out on dairy farms. When they could not hold a job any 
place else with animals, they came to the zoo for employment. We 
certainly cannot afford to hire them. 

Mr. Fauntieroy. Mr. Chairman, we consider animal caretakers 
just like tradesmen, and they should be just as qualified as a plumber 
or a carpenter. You cannot turn men loose to take care of animals 
unless they are experienced and qualified. 

Mr. Rapavtt. 1 am not questioning that. Iam not questioning the 
rate of pay or anything like that. What I question is the procedure. 


QUALIFICATIONS OF ANIMAL KEEPERS 


What are the qualifications for an entrance trainee ? 

Dr. Reep. For an entrance trainee? We are in the process of 
changing that at the present time with the Civil Service Commission. 
We are hopeful that a man who has had 6 months’ experience caring 
7 animals—and by that we mean actual personal responsibility— - 

‘aring for them and not just feeding them. 

Mr. Ranavr. He has to start some place by feeding an animal. 

Dr. Reep. That is right, but he has to take complete care of them, 
and it is not like taking care of a dog. They have to have handled 
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livestock of their own or have handled livestock on a farm; that is, one 
deriving more than 50 percent of his income from livestock, or have 
had experience at another zoo, or at one of the experiment stat ions 
or at one of the State fish and game commissions. He has to be a 
man of at least 6 months’ exper ience. 

Mr. Rapzavt. I notice that the proposed starting pay is greater than 
a grade GS-5, and the Civil Service Commission requires a college 
degree for a new appointment for regular positions. Would you 
figure that that should be about it? 

Dr. Reep. You mean that we are starting at the wage board 5? 

Mr. Rapsaut. No; GS-5. 

Dr. Resp. No, sir; we start them now at wage board 5 

Mr. Rasaut. But it is comparable to GS-5; is it not, or higher ? 


Under the civil service rules an applicant would have to have a college 
acta would he not ? 


What were you paying them before? 

Dr. Reep. The trainee entrance salary was $2,960, and the keeper 
was $3,175, and the principal keeper, $3,415. The head keeper was 
34.907. 

Mr. Ranaut. The new proposed figure is still higher? 

Dr. Rreep. Yes, sir; they are higher. This brings them up into com- 
parison with other principal zoos in the Nation. We fit in very nicely 
with them. 


COMPARISON OF NEW WAGE RATES WITH OTHER ZOOS IN UNITED STATES 


Mr. Rapaur. What was the basis for determining the rate for each 
position! The chart on page NZP (2) which compares the zoo with 
several other zoos of the United States indicates that the zoo was 
No. 8 in rank or at the bottom in the various job categories, but under 
ihis proposal the zoo goes up to at least No. 3 in each of the job cate- 
gories, 

Would you care to emment on that? 

Dr. Reep. Yes, sir. You wish to know the comparison, and the 
reason Why we brought our men up ? 

Mr. Rapaur. Yes. 

Dr. Reep. That goes back to our thinking that a good, well-trained 
animal keeper is going to have to have 3 years’ experience in order 
to meet that qualification, and is equal to your other tradesmen. It 
it is an ancient and honorable profession, and should be paid as such. 

Mr. Rasavur. That is right. 

Dr. Reep. This brings our salary range up comparable to the local 
wage board rates of carpenters and plumbers, and so forth, and also 
fits in with the other progressive zoos in the Nation, and what they 
are pay ing. 

Mr. Grimmer. Mr. Chairman, may I add something there? 

Mr. Rapavr. Just a minute. My observation was that the zoo 
was regarded, according to your statistics here, in eighth place, or 
last ? 

Dr. Rexp. Yes, sir, insofar as pay rates are concerned. 

Mr. Ranaut. And your change is to bring it up to third place? 

Mr. Gromer. Mr. Chairman, m: iy [ answer that ? 
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Mr. Ranaut. You plan to bring it up to at least third place, and 
in some instances it is first. 

How did you arrive at this program / 

Mr. Grier. Mr. Chairman, my name is J. Lear Grimmer. 1] 
am the new assistant director of the National Zoological Park. Be- 
fore taking this position, I was assistant director of the Lincoln Park 
Zoo in Chicago, probably one of the few zoos with an adequate pay 
scale such as this. 

When I was interviewed for this job last year, oue of the first ques- 
tions they asked me after I had taken a survey of this job. was 
“What do you think of the morale of the National Zoological Park?” 

I told them it was quite poor, and told them the reason. It is 
internationally known that the National Zoo has the lowest rate of 
pay, or did have the lowest rate of pay, of any of the principal zoos 
in the country, although it is the national symbol of the zoological 
world. I think this is part of the basis for this action. 

Mr. Passman. Mr. Chairman, may I comment briefly ? 

Mr. Rapavt. Yes, sir. 

Mr. Passman. The fact of being No. 8 would not change the quali- 
fications of an individual. He still must be qualified in order to do 
the work? 

Mr. Grimmer. Sir, this seemed to be one of the troubles—the quali- 
fications listed to go along with the pay to get the men, or rather, 
the men to accept this sort of pay did not have the proper qualifica- 
tions for a good zookeeper. 

Mr. Passman. If you are a showman, you can be with a third- 
grade show, but you can still be a No. 1 actor. Your personnel here, 


insofar as the individual qualifications are concerned, may be just 
as good as the personnel of the No. 1 zoo of America. 
Dr. Rerep. Yes. I think I get your point, but what we were faced 


with was that the young fellows and the rec ently hired men within 
the past few years had qualifications which were away down the scale. 
We have some older men who have been with the zoo for a number 
of years, and they are dedicated men. They love their animals, and 
they are going to stay with them. But, in getting younger men in 
and in keeping even some men who have been with us for 5 or 6 
years, and who have families, we felt we had to do something. Those 
men who left us just had to get out and support their families some- 
place else. 

Mr. Rapavt. If the wage is not right, it should be made right. The 
only point I made about it was the approach to the matter, and |] 
thought it should have been done a little more on the basis of recom 
mendations of your superiors to the District of Columbia, since thi 
is one of the agencies under its financial jurisdiction. 

That is the only reason I brought the matter up. I am not setting 
wage rates. If anyone has a devotion to labor in this country, I be- 
lieve it is I, as evidenced by my voting recol ‘d of over 20 years. How- 
ever, that is not the point. The point is the approach. There should 
be some explanation here for jumping from the bottom to the top. 
You sort of take a few steps when you are going to do something along 
this line which has rewarding factors in it. After all, when a fellow 


gets a series of jumps, he sees he is getting someplace, going from the 
celler to the attic. 


| 
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You said you were on the bottom, but someplace here you say you 
are now on the top. So, that is what the difference is. 

Maybe that is the result of the individual person who is extraordi- 
narily good, and you are going to lose him. There might be a reason, 
and there might be extenuating circumstances to the whole thing, but 
that is not before me, and I do not know. Therefore, I asked the 
general question as to why you go from the eighth to third, and why 
you go from No. 8 to No. 1 

Dr. Reep. We did not intentionally set up this comparative state- 
ment and say, “We are going to move into No. 1 position.” We made 
these comparisons, and we arrived at a wage-board figure which we 
considered to be an equitable wage for the men within our organi- 
zation. It fell within, as you say, the top three. We feel that the 
National Zoological Park, representing the Nation, should be one of 
the foremost zoos of the country. It now will be, with the quality 
of men that we will be able to hire, and we hope, with the help of 
this committee, that we can build or bring the physical plant equal 
to the position it should hold in the Nation. 

There was no definite attempt made to say, “All right; we will make 
this the first zoo in the country from the standpoint of pay scale.” 
We just established an equitable wage scale, comparable to other 
tradesmen in this locality and to animal keepers in the principal zoos 
of the Nation. 

You will notice in the category of the assistant head keepers and 
the head keeper’s positions that other zoos are using scientifically 
trained curators, zoologists, and ornithologists at much higher sal- 
aries, but they are in the same type work. New York has curators 
over their head keepers, whose salaries are much greater than ours. 

Mrs. Fretps. Mr. Chairman, may I add something at this point? 

Mr. Rapavr. Surely. 

Mrs. Frerps. In addition to the survey made of the other zoos, we 
took into account a few establishments in the city here using the wage- 
hoard pay scale for laboratory animal keepers, where the hazards 
do not. compare with those that exist at the zoo, and we found some 
of those rates were considerably higher than what we are asking for 
in our lowest level, and they are merely taking care of mice and rats 
and guinea pigs and are protected from any of the dangers, the 
weather elements, and so forth, that our men run into. 


PRIOR YEAR APPROPRIATIONS FOR THE ZOO 


Mr. Ranaut. Would you care to comment on this statement in your 
justifications: 


The zoo is maintaining its present operation under a financial hardship. 


ere is the total fiscal year appropriations. For 1953 it was $615,- 
000; for 1954 it was $625,000; for 1955 it was $648,000; for 1956 it 
was $690,900: for 1957 it was $720,000, and for 1958 it was $784,000. 

Dr. Ree. I know that that sounds like an increase over the years 
and itis. However, the cost of 

Mr. Ranaut. Then you talk about hardships ? 

Dr. Reep. We are still operating under a hardship. Our increase is 
not keeping up with the cost of construction. 
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Mr. Fauntleroy, could you tell me just how those rises have come 
about ? 

Mr. Fauntieroy. The majority of these increases were in supplies 
and materials. Very few, if any, were in personnel increases. 

The zoo has been operating around 25 years behind times as far as 
zoos are maintained. Now, we are understaffed, and through the 
years we have been asking for additional personnel, and they have not 
been granted to us. We have asked for additional funds to keep our 
maintenance and repair up. Some of this money has been granted 
to us. but due to the cost of materials and the rising cost otherwise, 
together with the deterioration which has taken place, we have not 
been able to keep pace with it. 

Mr. Rarnavur. Well, you know this is the Appropriations Committee, 
and our duty in representing the people is to look into matters per- 
taining to money. 


SALARY OF ANIMAL KEEPERS 


Mr. Passman. Mr. Chairman, as I indicated earlier, the National 
Zoological Park is going from the top to the bottom. I had reference 
to the rating of the zoos; whereas, we were actually discussing pay- 
ment to the personnel. 

An entrance trainee, when he has prepared himself, would be 
eligible for the next job, which would be that of a keeper, or junior 
assistant ? 

Dr. Reep. That is right. 

Mr. Passman. And he would not be promoted to the next grade 
until he has become proficient or efficient in his work? 

Dr. Reep. This is our new lig agra ny of the animal department. 

A man is a trainee for a ye He is trained within that division— 
within one division—for a yes r, and then promoted to a junior keeper. 
He is trained for 2 more years in at least 3 of four divisions, until he 
is proficient in all the jobs i in at least 3 of the 4 divisions of the zoo, 
and then promoted to a journeyman keeper. 

Mr. Passman. But he follows this schedule. When he has become 
proficient in one category, he moves into the next, until he finally 
may become head keeper ? ? 

Dr. Reep. Yes, sir; but after a very, very long time. 

Mr. Passman. As I read your chart, it would appear that you have 
seven different categories ? 

Dr. Reep. Yes, sir. 

Mr. Passman. And without exception the National Zoological Park 
had a lower salary schedule in each one of the seven categories. How 
could that be, because you have not requested consideration of this 
item in the past? 

Dr. Reep. As you know, T have assumed the duties of Acting Di- 
rector of the National Zoological Park only since last November, and 
since I have taken over I have attempted to put into effect new plans 
and new training methods for the men. 

Prior to that time this committee has knowledge of what we have 
asked for, and it is my personal opinion that we did not ask for 
enough over the years. 
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Mr. Passman. Then, of course, it would be the fault of the Depart- 
ment. rather than the Congress, or the committee, that you have not 
had funds with which to pay these salaries in the past? 

Dr. Rrepv. We did not ask for them and therefore you had no oppor- 
tunity either to give them to us or to turn us down. 

Mr. Passman. Our distinguished chairman, Mr. Rabaut, is one of 
the greatest friends that labor has ever had in the Congress, and he 
has maintained that position for a long time; and if there is anything 
I believe in, it is good salaries. I would much rather have fewer 
personnel and pay higher salaries. IL have always felt that good 
salaries were a profitable investment; but I thought the record should 
indicate that this matter had not been brought to the attenion of 
our distmguished chairman in the past; and it was your Depart- 
ment’s fault that you did not bring to his attention the low pay 
personnel in the Department. Woulk d not that be correct ? 

Dr. Rrep. It would. 

Mr. Passman. But you are low in each 1 of the T categories ? 

Dr. Reep. That is right, sir. 

Mr. Passman. T remember that the chairman asked this question : 
Why-did you move salarywise and compensationwise from the low of 
those listed to the very top? Why did not you possibly decide upon 
i position somewhere in between ? 

Dr. Rrep. As I said, we did not deliberately set out to do that. We 
decided after a great deal of thought that we should get our men equal 
to the other trades where they belong. Here we have an honorable 
profession which goes back to the days of Babylon, and they must 
have the training which is needed. They have to know just as much 
about their animals, and how to handle the physical and psychological 
needs of the animals, and have to have as much training as a carpenter 
or a plumber, and we felt that we should get them up to that. It just 
happened to fall into the higher grades. 

Mr. Passman. Where did you get your pattern to arrive at what 
would be comparable to these ‘positions? 

Dr. Reep. The wage board. 

do happen to know that New York is undergoing the same situa- 
tion now, and that they are raising their pay scale for their men, or 
they are thinking about it. 

They are very “interested in the work that we have done here. 

Mr. Passman. Off the record. 

(Diseussion off the record.) 

Dr. Reep. Prior to our taking this action the Civil Service Com- 
mission made their annual survey of the Smithsonian and the zoo, 
and we were urged at that time to convert these positions to wage 
board by the Civil Service Commission. 

Mr. James. Doctor, on page NZP-2, a comparison table of salaries 
for animal keepers, I note that in your list of zoological parks you 
have not included the zoo at Philadelphia. How does Philadelphia 
stand ¢ 

Dr. Reep. We wired Mr. Shelly requesting the information from 
him. He did not see fit to reply. We do not know how Philadelphia 
fits in. I would assume they fit in equal to us now or perhaps a little 
higher. They have a very fine zoo. 

Do you happen to know anything about their salaries, Mr. Grimmer ! 
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Mr. Griumer. I only know that this zoo and the zoo in Memphis, 
Tenn., are now in the process of making wage adjustments. 

Dr. Reep. Perhaps that is the reason Mr. “Shelly did not reply. 

Mr. James. I am more or less familiar with the situation up there. 
I know there has been a demand for more pay to the employees of the 
zoo, but they maintain that zoo, I believe you will agree, on a very 
high standard. 

Dr. Reep. Very nicely. 

Mr. James. I have talked to you about that before. 

Dr. Reep. Yes. 

QUALITY OF THE Z00 


Mr. James. Forgetting all about salaries and wages for the mo- 
ment—we cannot forget about them long—how would you rate your 
installation as to quality in comparison “with these other zoos? 

Dr. Reep. I would rate the quality of the National Zoological Park 
on the animal collection as one of the first in the country. I think 
personally it is first, but Mr. Shelly may argue with me. We have 
a better collection zoologically, more varied, than any in the country. 

So far as visitors are concerned, we are second in the Nation. So 
far as physical setup, equipment, grounds, we are probably third or 
fourth, or perhaps even fifth. 

Mr. James. That is what I am most interested in, your property, 
appearance, and upkeep and general quality of appearance. 

Dr. Rerp. There are some zoos that look better than we do physi- 

ally, but they do not have the collection of animals that we have. 

Mr. James. You would say you are probably near the top so far 
as your animal collection is concerned ? 

Dr. Reep. Yes, sir. 

Mr. James. And you think you might be somewhere in the middle 
as to plant, we will call it. 

Mr. Grimaer. I would say we are not somewhere near the middle. 
Our shop machinery, the majority of it is over 50 years old. 

Mr. James. How do you expect to maintain interest in the zoo if 
you do not maintain your plant, and it takes money to keep up the 
plant. 

Dr. Reep. It certainly does. 

Mr. James. Have you made any request for funds for that purpose ? 

Dr. Reep. Yes. 

Mr. Grimer. This is the first budget Dr. Reed has had an oppor- 
tunity to defend. 

Mr. Rapaur. The city is very proud of the zoo. 

Dr. Reep. Zoologically, we are tops. Physically, we are not so 
good. 

Mr. Raravr. I go out there quite often. 

Dr. Rerp. Sometime when you are out there I wish you would per- 
mit me to show you around. 

Mr. Rapavt. I will go there someday and let you show me around. 

Dr. Reep. I wish all of you would come. We have some animals 
Philadelphia does not have. 

Mr. Grimmer. We are taking some to Philadelphia next week. 

Mr. James. That is fine. 
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ADMISSION CHARGE 


Do you have any record of the actual revenues of the zoo, Dr. Reed ? 

Dr. Reep. We charge no admission. The only revenue would be 
the concession, the restaurant, but that does not go to us; it goes to 
the District of Columbia. 

Mr. James. In your judgment, should a zoo of the quality and kind 
that the } National Zoological Park is, and what you hope to make it 
in quality and plant, should a zoo of that character operate without 
an admission charge? 

Dr. Rep. That is a very, very difficult question to answer. 

Mr. James. You are a zoo man and you know the work. 

Dr. Rerepv. I know the work. 

Mr. James. What is your feeling about it? 

Dr. Reep. When the National Zoological Park was established on 
April 30, 1890, the intent and purpose was for the advancement of 
science and recreation and entertainment of the people. There was 
no intention or mention at that time of its being a revenue-producing 
agent, even for itself in a revolving fund. 

There are many sides to this question as to charging people. May- 
be we would be denying some people an opportunity of going to the 
zoo if we charged them. 

Mr. James. I was thinking of a small admission charge. 

Dr. Reep. You must remember that with five entrances, which we 
have, the cost of collecting money might be more than what we would 
collect if we had a small admission “charge. Philadelphia, I think, 
charges 75 cents. 

Mr. James. F or a day’s entertainment at a first-class zoo, that is a 
very moderate price. 

Mr. Gromer. This is a national institution, sir. 

Dr. Keppy. This matter was discussed before the Appropriations 
Committee of the House in the hearings attended by the Smithsonian 
Institution for the 1955 and 1956 appropriations, and we filed a 
formal statement with the House committee, and that was printed in 
the hearings and also printed in the Senate hearings. The general 
upshot. was, we advised against it. It was not only the zoo, but all 
Smithsonian Institution buildings were involved, and the subcom- 
mittee that handles the Interior Department and other agencies now 
has sustained the position that the Institution took, namely, no admis- 
sion fees. 

Mr. James. I will not argue the point. Of course, the Congress has 
reversed its position over the years in a great many things. 

Dr. Reep. That is true. 

Mr. James. And I personally cannot see any reason why it should 
not be reversed in this matter. It is an entertainment as well as an 
educational feature. 

Dr. Reep. We strive to stress the education more than we do the 
entertainment. We are attempting to illustrate to the people the vari- 
ous types of animals found in the country. 

Mr. Passman. Off the record. 

( Discussion off the record.) 

Mr. Raravur. Thank you very much, gentlemen. 

Mr. Fowrer. Next is the public schools. Dr. Corning is here. 
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Pusiic ScHoors 


WITNESSES 


DR. HOBART M. CORNING, SUPERINTENDENT OF SCHOOLS 
LAWSON J. CANTRELL, ASSISTANT SUPERINTENDENT OF SCHOOLS 
GEORGE E. S. REYNOLDS, BUSINESS ADMINISTRATOR 
BURT ADAMS, FINANCE OFFICER 

WALTER TOBRINER, PRESIDENT, BOARD OF EDUCATION 


Mr. Ranaut. Next is public schools. Dr. Corning, do you have a 
statement you want to make? 
Dr. Cornina. Yes, very briefly 


GEN ERAL 





STATEMENT 


1 would like to call attention to the fact that Mr. Walter Tobriner, 
President of the Board of Education, is here, and earlier Colonel 
Hamilton was here; also here are Mr. George Reynolds and Mr. Burt 
Adams of the Office of Business Affairs; and Mr. Lawson Cantrell, 
who is Acting Superintendent during my vacation. In addition, eS 
Blaser, Director of the Department of Buildings and Grounds, 
here, 

I want to talk to you about a different kind of animal. I found 
the previous discussion very interesting. 

We are urgently requesting your favorable consideration of four 

capital outlay projects for this supplemental bill. These are brought 
before you as supplemental items by reason of the extreme emergency 

caused from very excessive overcrowding of some of the elementary 
schists. Originally we had planned to include these four items in 
the 1959 budget as top priority after the site acquisitions had been 
listed. 

The four schools to be affected by this request are Bryan, River 
Terrace, Noyes, and Kingsman Elementary Schools, all four of which 
are additions to existing buildings. 

In the papers before you the total cost for these four projects 
is estimated at $2,731,000. TI am happy to advise you that those esti- 
mates have been revised downward by Mr. Blaser, and his associates 
in the District of Columbia Department of Buildings and Grounds, to 
$2,612,500, which is a reduction of $118,500 from the original estimates 
prepared for this supplemental bill. 


BRYAN SCHOOL 





ADDITION 


The Bryan Elementary School addition is being requested because 
of overcrowding in three schools, Bryan, Bue hanan, and Payne. In 
those three areas, by September 1957, we will be short some 40 class- 
rooms, and it will be necessary to establish some 30 part-time classes. 
This is an extremely rapidly growing area, and not only is it rapidly 
growing, but the complexion of the area is changing, and the home 
occupancy provides for many more people now than was originally 
the case, so that these schools are excessively overcrowded. 

The proposal is to build an addition to the Bryan school of 8 regular 
classrooms and an atypical classroom, adding a capacity of 260 to 
Bryan Elementary School. 
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There will be further relief through the Payne addition provided 
for in the 1958 appropriation act ; and in a later budget there will be 
an item for the conversion of the Chamberlain Vocational High School 
into an elementary high school to give further long-range relief in 
that area. 

RIVER TERRACE SCHOOL ADDITION 


‘The second item is the River Terrace School, which is an elementary 
school in a completely isolated section of the city. It is surrounded 
by Benning Road and the Potomac electric powerplant, the Pennsyl- 

vania Railroad tr acks, the East Capitol Street Bridge approaches, and 
the Anacostia River. There is a pocket there where the population 
is growing very considerably. It will be necessary for us to establish 
six part-time classes in that school next year. 

This proposal is to add 7 regular classrooms, kindergarten, 2 atypical 
classrooms, health suite, assembly hall, and a lunchroom-playroom 
with recreation facilities. There is no relief in sight becausé of the 
geographical location of River Terrace itself. 


NOYES SCHOOL ADDITION 


The third of the items is the Noyes Elementary School where it is 
proposed to have an addition of 10 regular classrooms, 1 kindergarten, 
| typical classroom, health suite, assembly hall, lunchroom- playroom, 
and recreation facilities. The shortage in the area there next year will 
be 19 rooms, and by 1961, 39 rooms. This addition is very necessary 
to relieve serious overcrowding. 


KINGSMAN SCHOOL ADDITION 


Kingsman Elementary School at 14th and E Streets NE., is pro- 
posed with 6 regular classrooms, 2 atypical classrooms, and a health 
suite, with a total capacity of 220. The shortage is serious in that 
whole area. Actually in September 1957, there will be a shortage of 
80 classrooms in the entire area comprising quite a number of build- 
ings. 

Additional relief is being sought in the 1959 budget by the proposed 
new elementary school in the vicinity of 10th and F Seaents NE., 
30 rooms, and by the proposed acquisition of the site in the area for a 
new 29-room elementary school. 

Recapping that for a moment, if I may, the Bryan Elementary 
School cost, which you have listed as $785,000-——— 

Mr. Rapaur. Let me ask you a few questions and then we can make 
the corrections. 


BRYAN ELEMENTARY SCHOOL ADDITION 


The first project under this item is the Bryan Elementary Schoo} 
addition at Independence Avenue between 1: sth and 14th Streets SE., 
for which $780,500 is requested. What did you want to say about 
that? 

Dr. Corninc. That has been reduced to $761,600. 

Mr. Ranaut. That is the kind of statement we like to hear. 

Dr. Corning. I have a bigger reduction in cost to show you later. 
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COST OF SITE 


Mr. Rawavr. You are requesting $410,000 for a site. Where do you 
propose to buy the land and what is the basis for this estimate? 

Dr. Corntne. We do not make these estimates ourselves. This esti- 
mate made by the Department of Buildings and Grounds. The site 
being requested is adjacent to the site which we own on which the 
Bryan School is located and it does require condemnation of some 
improved property. 

Mr. Fowter. The cost of this site is not estimated by the Depart- 
ment of Buildings and Grounds. 

Mr. Lowe. It was an informal appraisal made by the Assessor’s 
Office. 

Mr. Razavur. Where is this property that you intend to take for this 
school ? 

Dr. Cornine. In general to the south, east, and west of the school. 

Mr. Ragavr. Are you going to buy land on South Carolina Avenue / 

Mr. Fowtrr. Kentucky Avenue and South Carolina Avenue. 

Mr. Razavt. Are you going to buy the most expensive land? 

Dr. Corning. We have to buy land adjacent to the school. 

Mr. Braser. You will notice on this sketch the existing boundary 
shown here. 

Mr. Rapavt. This is the existing boundary of the school ? 

Mr. Buaser. The present sc hool grounds. 

Mr. Ranaut. What is this? 

Mr. Buaser. The proposed addition to the school. The school 
grounds - virtually surrounded at the present time by row-type 
houses. I did not make the appraisal, but I think that is the reason 
the price of the property is so high. 


ASSESSED VALUATION OF PROPERTIES IN AREA 


Mr. Ranaut. We have some information on this area. The assessed 
valuation for this property to the east is $23,256, for 6 places. Then 
the property to the west is $55,555 for 11 places. On Kentucky 
Avenue there are 10 places which have an assessed valuation of $44.- 
337. 

This information is from the Assessor’s rolls. This is not the School 
Board’s deal, but coming back to this property situation in the Dis- 
trict of Columbia, every time you want something it is a terrific 
figure. Every time you talk about getting some money from any- 
body, you are taking it from the taxes paid by every homeowner in 
the District. 

There is $79,000. Add $40,000 to it. You have $120,000. This is 
a request for $410,000. Is that not something for us to think about? 

Mr. Lowe. Certainly, Mr. Chairman, by comparison with those fig- 
ures itis. We engaged, as I recall it, for making this particular esti- 
mate a professional appraiser because, as you recall, we have had dif- 
ficulty with some of our previous estimates that were serving as a 
basis. 

Mr. Raravt. I hope these are not new estimates of the reassess- 
ment program. 

Mr. Lowe. I am sure they are not because those new estimates are 
not being placed on the official records. 
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Mr. Ranaut. I did not judge this to be a new estimate. 

Mr. Lowe. I would like to suggest that you let us get more par- 
ticulars from what you have been discussing and also give you a sup- 
plemental statement. 

Mr. Ranaut. Why could not that building be built over here? I 
mean in the interests of economy. Would it be so terrible if this ad- 
dition came off this way! Where you propose to place the addition is 
the most expensive property. If you are going to condemn, it will 
take you just as long to get in one plac e as in another. 

Dr. Corning. Even with the acquisition of this site, we are not up 
to minimum standards for elementary school sites. 

Mr. Ranaut. The point is: Why pick the most expensive property ? 

Dr. Corntne. The whole thing would still be the minimum. You 
would still have to get additional playground area if you are going 
to satisfy the requirements. 


Mr. Rasaur. We are sitting here fighting for the benefit of the Dis- 
trict i axpayver. 

This ae on South Carolina Avenue will be higher than any 
of those I quoted you. You could have any of the others for the 
price 1 minal you. Not for that price, but at that assessed value. 
T pw is what you would argue about 1 the condemnation. 

I do not say you would only give them assessed valuation because 
there is a certain percentage between assessed valuation and the value 
of the property and inconvenience to the person, et cetera. 
to be just in these matters. 

Dr. Corntna. Is there not some considerable merit to Mr. Lowe's 
suggestion that we submit a supplementary statement giving the de- 
tail of the appraisal and how it was done? 

Mr. Ranavr. Yes. 

(The information referred to follows :) 


You have 


A revised proposal would be to construct the addition to the Bryan Elementary 
School on a line with Independence Avenue. This would eliminate the necessity 
to purchase higher cost housing on Kentucky Avenue. In order to provide ade 
quate playground space, 15 lots can be purchased on South Carolina Avenue 
which are appraised at $13,500 each or a total of $202,500. This construction 
area | require 5 lots on Independence Avenue at a cost of $84,900 or a total 
of $287,500. Demolition costs are estimated at $12,500 or a total requirement 
of $300,000 under the revised proposal. This is $110,000 below the estimate of 
$410,000 for this site. 


Mr. Rapaut. See if you cannot reduce the cost of that site. | 
think you should for your own protection and that of the District. 

When will this project be completed ? 

Dr. Corninc. December 1958. That is the advantage of getting 


it into the supplemental because we gain from 6 to 8 months of 


occupancy. 

Mr. Rasavt. It is going to be just as much trouble 
piece of property as the other. That is only fair. 

Mr. Buaser. [ would like to perhaps ask Dr. Corning to amend 
his statement as to completion date to give a period of time rather 
than a specific date because there is a matter of date upon which we 
will have the authority to proceed with the school. We anticipate 
that it will take us 4 months to design this particular school and it 
will] take 300 days to construct. 

Mr. Ranaut. How many months is that? Is it 10 months? 

Mr. Buaser. Yes, sir. I think rather than Dr. Corning’s date of 
Decernber 1958, for the record 


getting one 
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Mr. Rasavr. When would you say the project will be completed 7 

Mr. Buaser. Mr. Chairman, I would say February 1959, making 
due allowance for authorization. 

Mr. Ranaut. Why is it necessary to appropriate $13,200 for fur- 
niture and equipment at this time? That does not have to go in now, 
does it ? 

Mr. Reynotps. That could be included in the 1959 budget since 
this project will not be ready to receive furniture before February 
1959. 

SIZE OF CLASSROOMS 


Mr. Razavut. The classroom shortage tables seem to be computed at 
30 pupils to a classroom. However, in the revised program for pub- 
lic-works construction, the Advisory Committee recommended school 
construction at 32 pupils to a classroom. 

Dr. Corntne. The Board of Education is definitely committed to 
the 30 to 1 ratio for elementary schools and has reiterated that stand 
several times. Maybe Mr. Tobriner would like to make a statement 
on that. 

Mr. Razavutr. What about the Citizens’ Committee who are the rep- 
resentatives of the people who are going to pay the bill? Is their 
recommendation not to be considered as anything before the Board 
of Education ¢ 

Mr. Toprtner. Sir, I do not mean to be critical of the Citizens’ 
(‘ommittee that examined into the school situation here. They were 
in no schools, they consulted no educational authorities to my know]- 
edge. They made an estimate based upon what they thought was desir- 
able from the median that was established as far'as other cities were 
concerned. So it was a purely mathematical computation on their 
part rather than a judgment and review based upon true educational 
needs. 

I am not an educator, sir, but I do feel from my slight observation 
of the situation here and from what has been told me by those who 
are skilled in education, that no greater advance can be made in edu- 
cation than to allow the smallest number of pupils before a single 
teacher. 

Mr. Ranaut. There is no question about it. If you can get the ratio 
to any figure lower than 35 to 1. 

Mr. Tosrtner. If my memory is correct, the President’s Committee 
resulting in the White House Conference on Education recommended 
as a national desideratum a ratio of 25 to 1 in the elementary schools. 

Mr. Razavr. It is predicated upon that ratio? 

Mr. Toprrner. That is correct. 

Mr. Rapaur. I would say it is predicated upon that stuff that rat- 
tles in your pocket if you have aac, 

Mr. Tosrtner. No doubt about it. 

Dr. Cornrne. With these 4 additions, we will not accomplish the 
30 to 1 in those buildings. We would not have the teachers nor will 
we have the building space, but we can avoid the excessive overcrowd- 
ing, and use of extremely undesirable sections of the building. 

Mr. Ranaur. We feel in view of everything that happened and all 
the talk and committee hearings where we sat at night and all that, 
if we get to 32 to 1, we will be doing pretty well. 
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Mr. Tosrrtner. The only reason the Board of Education requested 
teachers in the 1959 budget on a 32-to-1 basis is because the physical 
plant of the school is inadequate for the time being to lower that 

ratio. We would have had too many anes -time classes if we had tried 
to get a 30-to-1 ratio. 

Mr. Rasaur. How much of a change in size of classroom is it for 
two children ? 

Dr. CorninG. Your ratio is citywide or buildingwide. 

Mr. Rasaut. How much in a new building. There is no difference 
in the size of the room ¢ 

Dr. Cornine. No, sir, no difference in size of rooms. Bear in mind 
I say again these 4 additions we are requesting here will not produce 
the 30-to-1 ratio. 

Mr. Ranaut. I understand that. I am talking about room sizes 
now. My opinion is you should not start building these rooms on a 
30-to-1 basis, not now, for one particular reason. We cannot afford it 
with the terrific classroom shortage that is all over the country. 

Dr. Cornine. We are not changing the size. 

Mr. Rasavut. That is a very strong reason. 

Dr. Corntnc. We are not changing the size of any classrooms. 

Mr. Ranaut. It changes the relationship of teachers, too, and the 
Lord only knows where you are going to get them. That subject came 
up the other day when we had the school bill on the House floor. 
Everybody says you have them some place else. Let’s not make it 
worse for ourselves. We are trying to do the best we can, and now 
we have the ratio down to 33, it used to be 36, now it is 33. The point 
is let’s see if we can get them going to school at the 33-to-1 ratio. We 
cannot always have the ideal. The day may come when we have 
about 30 in the room. Then they will want 10. Ido not know how 
it will be in the future. I never was in a room that did not have at 
least 50 at any time, when I went to school. 


RIVER TERRACE ELEMENTARY SCHOOL ADDITION 


The next item is the River Terrace ons School addition at 
34th and Dix Streets NE., at a cost of $736,350. 

Dr. Corntne. Now it is down to $698,850. 

Mr. Rasavt. That is fine. 

Mr. Corntnc. That River Terrace is a self-contained area of the 
city. There is no way to get out or into it for children and no way 
to give it relief by transfer to other buildings. Even if there were, 
all buildings around it are excessively crow ded, too. 

Mr. Ranaut. When will this project be completed ? 

Dr. Corntna. I have only to quote the statements Mr. Blaser gave 
me. Maybe he will have a different statement. 

Originally I had the statement for River Terrace showing May 
1959. I have it now. It was March 1959. Now he changes that to 
May 1959. 

Mr. Razavt. Is that your estimate now, May 1959? 

Mr. Buaser. Yes, sir. 

Mr. Rasavur. All right. 


Mr. Reynotps. Do you want to put the furniture and equipment 
in the 1959 budget ? 
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Dr. Corntne. We can do that. 
Mr. Rasavt. We will put that in the 1959 budget. 


LIBRARY EQUIPMENT 


What library equipment or furniture are you purchasing? 

Mr. Reynotps. We furnish the book shelves and we also furnish 
regular library tables and chairs, and a librarian’s desk. 

Mr. Rapavr. Is that included in the equipment figure / 

Mr. Reyno.ps. Yes, sir. 

Mr. Rasavt. Is the library in the proposed addition or in the old 
building ? 

Mr. Reynotps. It is in the addition. 

Mr. Rawaur. Are you revamping some of the old building for 
classrooms or something ¢ 

Mr. Reynotps. Not to my knowledge. This is an addition, the 
seven regular classrooms, kindergarten, et cetera. 

Mr. Ranavt. The justification states : “Library, existing, $2,600.” 

Mr. Reynotps. That is rev amping. I was mistaken about that not 
being in the existing building. That is renovation of an existing 
library. 

Mr. Rasavur. What are you going to do to the library there?) What 
facilities would you create in the same room ? 

Mr. Reynowps. The library there is an improvised library, and has 
never really been satisfactorily equipped as a library. It is made 
up of makeshift furniture. There are no bookshelves, for example: 
they are using three-section bookcases and plain classroom tables for 
stacking books. They do not have regular librar ‘y furniture. They 
do not have librar y reading tables nor a librarian’s desk, et cetera 
the existing hi brar vs 

Mr. Ranavur. You figure now since you are going to fix up the school 
you want to bring up the hbrary / 

Mr. Reynoups. Yes, sir. 


, in 


CLASSROOM SHORTAGE IN THE AREA 


Mr. Ranaut. When this project is completed, what will be the class- 
room shortage in that area ? 

Dr. Corntnc. In September 1957, the classroom shortage will be 
9.5. The River Terrace School serves that entire area. With this 
addition of what will be equivalent to 10 classrooms, in 1961 the class- 
room shortage will be 12 rooms. 

Mr. Rapavr. Since there still will be a shortage of classrooms in this 
isolated area, why do you not build sufficient classrooms now ? 

Dr. Cornina. I would hesitate to build and have vacant quite a 
number of rooms when rooms are so much in demand in other sections 
of the city with children piled up part time, et cetera. 

Mr. Razavt. I thought you still had to shift some pupils from this 
area even with the new building. 

Dr. Corntnc. We cannot do it. They have to cross Benning Road. 

Mr. Rasavtr. Why do you not build enough rooms now ? “Is this 
going to take care of your present load 

Dr. Corninc. It will take care of the present load. 

fr. Rapavr. The classroom shortage, as exhibited here, is 9.5. 








Dr. Corninc. That is correct. We are building 10 rooms. 

Mr. Tosriner. Ten rooms at 33 to the room would be 330 students 
and we have an excess of 285 now. 

Mr. Rasaut. What are these two rooms, the special rooms, a typical 
classroom ? 

Dr. Corning. They take children from other classes. 

Mr. Ragautr. You do not need more rooms there now ? 

Dr. Corning. I do not think it would be advisable to build more 
there now. 

Mr. Ranavt. Are you going to build another addition on this place 
because there is no other place » for the children to go! 

Mr. Tosrtner. Ultimately, yes. 

Mr. Rapsaut. Do you have the land? 

Mr. Reynoups. Yes; the existing site will take care of this addition. 

Mr. Rapavt. Will it take care of a new addition after that? 

Mr. Reynoips. We have not surveyed for that purpose. I would 
not know without a survey. 


NOYES ELEMENTARY SCHOOL ADDITION 


Mr. Rasavut. The next project is the Noyes Elementary School 
addition at 10th and Franklin Streets NE., for which $893,850 is 
being requested. 

Dr. Cornina. The revised figure is $847,950. The furniture and 
equipment of $26,250 can also be put in the 1959 budget. 

Mr. Rasavur. What is the date of completion of this project ? 

Dr. Corntna. May 1959. 

Mr. Ranaut. Iseverybody agreed on it ? 

Mr. Buaser. Yes, sir. 

Mr. Raravur. There is some.equipment for this. You are going to 
transfer that to the 1959 budget ? 

Dr. Corninc. Yes, sir. 


KINGSMAN ELEMENTARY SCHOOL ADDITION 


Mr, Rasavr. The next project is the Kingsman Elementary Se thool 
addition at 14th and E Streets NE., for which $320,300 is being re- 
quested. What is your revised estimate ? 

Dr. Corntne. $304,100. Furniture and equipment can also go into 
1959. 


COMPARISON OF COST OF CONSTRUCTION 


Mr. Rasautr. What is the difference in cost between this project 
and the addition to the River Terrace School ? 

Dr. Corntnc. The River Terrace is a much more extensive addition. 
It includes 10 classrooms. 

Mr. Ranaut. How many pupils are involved in each ? 

Dr. Corning. The capacity at River Terrace is 280 and at Kings- 
man 1s 220, 

Mr. Rapavcr. One costs $736,000 and the other is $320,000. The 
revised figure is $698,000 to $304,000 plus, for a difference of 60 
pupils. 
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Mr. Topsrrner. In the one school, River Terrace, there is a health 
suite and assembly hall and lunchroom-playroom with recreation 
facilities. 

Mr. Ranaut. You do not have any of that in the present building / 

Dr. Corntnc. River Terrace is bare. This improvised library room 
is all. They had an atypical room and it has been converted to a 
regular classroom. The library has been used. This isa bare building. 

Mr. Rapavut. You figure there is a justification for almost doubling 
the price for this other school ? 

Dr. Corntnc. I think so. 

Mr. Ranaut. Although the difference in number of pupils is only 60 # 

Mr. Buasrr. May I offer a comment on that point ? 

Mr. Rapavr. Yes. 

Mr. Brasrer. River Terrace, the addition, is over twice the size of 
the Kingsman addition by virtue of these additional facilities Mr. 
Tobriner cited for you. 

Mr. Ragavtr. But the point I make is the pupil population and 
classroom shortage. We talked about the classroom shortage. Here 
we are with one project costing twice as much as the other and still 
only serving 60 more pupils. 

Mr. Buaser. Yes, sir. I think, though, that Dr. Corning mentioned 
that the River Terrace School lacked some of the health and admin 
istrative facilities. So that requires a larger building. 

Dr. Cornine. Which Kingsman has. 

Mr. Rapaur. You will have a job selling it to the public today with 
the known facts of the shortage of schoolrooms. I am talking about 
the money. It is nice to have all the extra frills but the classrooms 
are the big thing. 

For an additional 60 pupils it costs twice as much as at the other 
place. 

Dr. Corninc. The Kingsman School, however, is a much larger 
school to start with and has the facilities which they are now putting 
into the River Terrace School where they are totally lacking. 

Mr. Ranaut. Some place there ought to be some thought given—if 
there is this shortage of classrooms—in the educational system as to 
how much we are going to devote ourselves to the classroom shortage, 
and how much we are going to devote to the other rooms that accom- 
pany school buildings which may be desirable frills but do not alleviate 
the classroom shortage. Right here isa good example. Tam not com- 
plaining about it, but I am bringing up the point that it strikes me, 
as it might strike someone else sitting on the sidelines, that this is a 
tremendous increase. We want to get the classrooms and that is where 
our big shortage is. However, here we are going to serve 280 pupils 
in one building, and 220 in another building. In one building we are 
serving 60 pupils more than in the other, but we are paying twice 
the price. 

That is “cold turkey” when it comes down to classrooms. 

Mr. Toprrner. Sir, we have listened many times to representatives 
from parent-teacher organizations, and from other civic organiza- 
tions with respect to the school building program, and I think T can 
say without much fear of contradiction that those organizations almost 
100 percent favor the auditoriums, the linchrooms, and what not, and 
they represent in great measure the people who are going to pay for 
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them. That has been our almost universal experience in budget 
hearings before the Board of Education. 


RISE IN COST OF PROPOSED CITIZENS COMMITTEE’S PROGRAM OF PUBLIC 
SCHOOL CONSTRUCTION 


Mr. Ranavr. Exhibit D of the subcommittee’s report on public 
school construction, as you know, also estimates the cost for the school 
projects contained in this estimate, but in each instance there is a 
substantial difference in cost. 

Would you please explain this variation in cost which has appar- 
ently arisen in the past sevel ‘al months ¢ 

Dr. Cornrnc. Mr. Chairman, I believe Mr. Blaser can answer that. 

Mr. Briaser. Yes; I would like to reply to that, Mr. Chairman. 

Mr. Raravur. The reason I say that is that the program figure was 

$593,500 for the Noyes addition, and now the figure, even after being 
revis sec, 1s $847 9: Oi). 

On the Bryan addition the program figure was $546,400, and now it 
is $761,600 after you revised your figures. 

The Kingsman addition was estimated at $243,400. Now, it is 
$304,100, and the River Terrace addition was originally, in 1959, 
$615,400, and is now $698,850. 

Mr. Buaser. Yes, sir. 

Mr. Ranaut. The table is headed by a statement which states that 
these are the construction estimates provided by the Director of the 
Department of Buildings and Grounds. That is their proposed pro- 
grain for fiscal 1959. 

Mr. Braser. Mr. Chairman, I think you are quoting from the public 
works program which started as the public schools borrowing pro- 
gram. I think those are the figures that you are referring to. 

Mr. Ranaut. These are not the estimated construction figures ? 

Dr. Cornine. Yes, sir. 

Mr. Ranaut. These are the estimated construction figures. 

Mr. Buaser. This is for their 1959 program, Mr. Chairman. 

Mr. Ranaut. Those were the figures submitted for their 
gram as of what date? 

Mr. Tosrtner. About December, I think. 

Mr. Rasaut. We received this report on June 21, 1957 

Dr. Corntnc. That was the complete report. Those estimates were 
made earlier than that. 

Mr. Razaut. I suppose they were made previous to the publication 
of the book, but there is a substantial jump in the estimates. 

Mr. Buasrer. This particular increase in the price negotiation on 
each one of these schools is not due to an increase in construction ¢ oe 
over oe very few months that the estimates have been prepared, but 
rather, it is due to the fact that at the time the estiniates submitted 
to you ‘elec have been prepared, we were able to spend much more 
time working with the school people as to just exactly what w as 
needed. At the time these estimates to which you refer were prepared 
we had very cursory information on numerous jobs. We had 7 days 
to prepare 61 projects. I do not offer that as an excuse whatsoe ver, 
[am merely stating the conditions under which the original estimates 
were prepared at which time we did indicate that these were the best 
that we could do on the basis of information and that we would lik 
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to have the privilege of checking the estimates over when they were 
utilized for budget purposes. 

Mr. Razavur. There are several pages of these estimates, and if 
they all run in variation like these four projects, there will be a tre- 
mendous increase. This school construction program involves $54 
million, and if all these figures are off as much as the ones we have 
received testimony on, it.is no $54 million program; it is a good deal 
more than that. 

Mr. Buaser. Some of those estimates likewise will be lower. 

Dr. Corning. We have pointed out four of them where they have 
been lower, here today. 

Mr. Buaser. Mr. Chairman, I would like to describe to you the 
things that account for the differences in the estimates for each of 
these four schools. 

Mr. Ragavt. All right. 

Mr. Buaser. The original square footage area in the Bryan addi- 
tion that we drew up as best we could on the basis of information 

vailable when these estimates were prepared was 11,000 square feet. 
We have worked out the requirements of the school board on the 
basis of a preliminary drawing for this estimate that we have sub- 
mitted today. 

The increase in area for the Bryan addition over the original figure 
is 2,570 square feet. Now, the 11,000 square feet area is an area that 
was not worked out schematically. We had not time to prepare any 
type of drawings whatsoever. The 13,570 square feet was worked out 
with the school board and with the school people. 

Mr. Razsavut. Just how surprised would anyone in this room be if 
you had a cost figure on a home and then found out that it was going 
up by this percentage of increase over the anticipated cost, which 
you started with in your plans to build ? 

Just imagine a situation like that. 

Dr. Corntnc, May I make a comment there, sir ? 

Mr. Razavt. This is a program submitted by the representatives 
of the citizens of the city as a program for the future, and the $54 
million which has been quoted as the total cost of this program is 
not the figure which represents this program at all. 

Dr. Corntne. May I comment just a moment ? 

Mr. Rapavt. Surely. 

Dr. Cornina. In addition to what Mr. Blazer has said, in that 
very program our submissions were based upon the estimates which 
Mr. Blazer’s office had made at that time which indicated very clearly 
that they were hurried judgments; they were not done with the benefit 
of drawings, but represented the best estimate we could make, and 
actually what it was based upon pretty largely was the cost of a 
building of recent construction and similar scope, adding for increased 
construction costs. 
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It was just as rough as that originally. Then, as Mr. Blazer has 
said, more recently, and since those tentative estimates were given, 
there have been the preliminary drawings which has made it possible 
for him to make a more careful and more scientific appraisal of 
the thing. 

Mr. Rapavt. Of course, I know that you do not price the schools. 

Dr. Corntnc. I cannot do it. 

Mr. Raravt. I am not blaming you, and I appreciate your defense 
of them, but I know one thing: I would not think you people would 
want to see such comparative figures printed in the hearings. 

Mr. Toprtner. May I say this? 

Mr. Rasavut. Did you give any publicity to this increased cost of 
the program? There is not a man in this room who would like to give 
any publicity to it. 

Mr. Tosrtner. Those estimates were given out in connection with 
a proposed borrowing program to set a ceiling on authorized borrow- 
ing. It was contempl: ited, and it is contemplated, if the borrowing 
program goes through, that each building if it was to be built is 
separately and specifically authorized all within that ceiling. So it 
was not necessary, I would say, sir, to have the same fine pinpointed 
cost estimates when we were only seeking or attempting to set a ceiling 
for borrowing. 

Mr. Rawaut. What do you think would be the attitude of the party 
from whom you were trying to make the loan with figures such as 
this? Do you think he would make the loan to you? 

Mr. Torrrner. We would not ask him for a specific loan, sir, until 
we had justifications to pinpoint the figures which I have presented. 

Mr. Razavut. For 4 of these projects there is an increased cost of 
$731,800—the only 4 we have looked at today. That book is far from 
anything complete to send to anyone. 

What else have we in regard to this program ? 

Dr. Corntng. That is all for schools, Mr. Chairman. 

Mr. Rasaut. Thank you, Dr. Corning. 

Dr. Corning. Thank you very much, indeed, Mr. Chairman. Do 
not forget we did reduce some of them. 

Mr. Rawavr. I noticed it, and I praised you for it. Anything else, 
Mr. Fowler? 

Mr. Fowter. That is all. 

Mr. Lowe. I suppose you have included in the record the other 
judgments and claims data ? 

Mr. Rapaut. Yes; without objection, everything in the justifica- 
tions was put in the record. 

Mr. Lowe. Thank you very much, Mr. Chairman. 

Mr. Ranaut. Thank you, gentlemen. 
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WILBUR P. KANE, CHIEF, BRANCH OF BUDGET AND FINANCE 

HARRY W. RICE, CHIEF, BRANCH OF BUDGET, DEPARTMENT OF 
THE INTERIOR 


Resources MANAGEMENT 


Mr. Kirwan. The committee will come to order. We have three 
requests for supplemental appropriations to consider this afternoon. 
We will first take up the request in House Document 198 for the 
Bureau of Indian Affairs. Do you have a statement, Mr. Massey ? 

Mr. Massey. Yes, sir. 

Mr. Kirwan. Please proceed. 


GENERAL STATEMENT 


Mr. Massry. Mr. Chairman and members of the committee, I am 
here to go over with you the need for $118,000 to assist the Indians of 
the Gila River Reservation in meeting their share of the costs for 
operation and maintenance of irrigation works of the San Carlos 
project, Arizona. 

The extreme drought conditions which have eontinued during the 
last year have brought about crop failures on the San Carlos project 
and as a result, the Pima Indians are unable to meet their share of the 
operation and maintenance assessment payments. The amount re- 
quested will provide funds for the payment of the 1958 fiscal year 
assessments. 

I should like to explain to vou the reasons for requesting a supple- 
mental appropriation for 1958 at this early date. This irrigation 
project operates on a fiscal year basis, July 1 to June 30, but assess- 
ments are due from the tribe on March 1 in advance of each fiscal year. 
The tribe was not in a position to meet their obligations in March due 
to a drastic reduction of revenues from crop sales brought about by 
the shortage of water which affected previous crops. Under this pres- 
ent drought emergency the Indians will require Federal assistance in 
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meeting their assessments, and it is for this purpose that we are re- 
questing a supplemental appropriation. 


POSSIBILITY OF ABSORBING ITEM WITHIN EXISTING APPROPRIATIONS 


Mr. Kirwan. We saat gave the Indian Bureau appropriations for 
1958 that total over $20 million more than the appropriations for 1957. 

Do you not think you could transfer this $118,000 out of funds the 
Bureau already has? 

Mr. Massey. We got a very small increase in the resources man- 
agement appropriation, under which this item falls. We got ap- 
proximately $100,000 increase for forest inventories. The other item 
was for soil and moisture conservation to carry out a 20-year program 
and to keep it at the programed level. 

Those two items were the major items for which we had increases 
in our resources management appropriations in 1958. 

Another small item of $50,000 was for tabulations of the Indian 
census. 

So in the increase that we got for the Indian Bureau in 1958 only 
a small amount of it is in the appropriation which we could use for 
this purpose. 

Mr. Kirwan. Are you sure you cannot take $118,000 of that huge 
sum somewhere along the line / 

Mr. Massey. The big portion of our 1958 increase was in our school- 
coustruction program. 

Mr. Kirwan. I understand that, but I am trying to say that out of 
the $21 million increase you should be able to find this amount. The 
Director of the Bureau of the Budget served notice on the Congress 
that he is not going to let the various departments have all of the 
funds that have already been appropriated. We do not like to be 
adding supplementals when the Director of the Budget has just served 
notice that he is going to try to keep the Federal agencies down to 
the 1957 level. 

I do not. want to look like a dummy on this side of the table, continu- 
ing to appropriate funds when the Budget Director says you are not 
going to spend this money. 

Mr. Massey. I am not prepared to say what the ultimate outcome 
of the instructions of the Director of the Bureau of the Budget will 
be. From the Bureau’s point of view, we will, of course support the 
funds that were appropriated for the Bureau. We will request the 

apportionment of the amount that we feel we can justifiably use and 
whic h we did justify to the Congress. 

Mr. Kirwan. I think, speaking for myself, it would be better to 
take the $118,000 out of some existing appropriations of the Indian 
Bureau. 

I know very well there were many times last year that the Depart- 
ment made transfers and never bothered about notifying the Con- 
cress. The Department of the Interior did not seem to have much 
trouble transferring large amounts among some of its programs. 


1957 TRANSFER FOR SOME ITEM 


Mr. Massry. We only reprogramed a small amount. By the way, it 
was for this very purpose to meet emergency conditions at the San 
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Carlos project. That came through the Congress in the form'of a 
supplemental estimate. We did that at a late date in the fiscal year 
and principally because we had reorganized and expanded our reloca- 
tion program. Because of the expansion in the relocation program we 
were able to reprogram, I believe, $133,000. 

Mr. Kirwan. You reprogramed $133,000 at that time. 

Mr. Massey. Yes, sir, we did it the last fiscal veal 

Mr. Kirwan. That is what I am saying, that with $21 million more 
than you had last year, you could go to the head of the Indian Bureau, 
Mr. Emmons, and say, “Somew here : along the line give us this $118,000 
and let us tell the Congress we did it and put it to good use.” 

I am not in favor on this side of the table, after the Director of the 
Budget served notice that he will try to keep Federal programs at the 
1957 level, of appropriating more money when we gave you $21 million 
more than you had last year. 

Mr. Massty. I appreciate your point of view. We did consider the 
possibility of reprograming other funds before submitting this esti- 
mate. We did not feel we could reprogram funds that were appro- 
priated for the education of schoolchildren for this purpose. Also, 
we did not feel that we could take funds that were programed for 
school construction 

The soil and moisture program is a well-established and very im- 
portant program, and to keep on schedule we felt we were unable to 
cut that program back for this purpose. That is the purpose of this 
estimate, and was submitted after considering the programs that were 
included in our 1958 budget. 

Mr. Buper. Would the chairman yield? 

Mr. Kirwan. Yes. 

Mr. Buner. Does not this letter from the Bureau of the Budget 
require you to cut back ? 

Mr. Massey. As I said, perhaps before you came in, I am not pre- 
pared to say what the decision of the Director of the Bureau of the 
Budget. will be in relation to our 1958 program. We will, of course, 
at the Bureau level, support the programs that we supported before 
the Congress. 

Mr. Buper. I heard you say that. The letter has already been 
received by your Department. Is it being disregarded, or what is 
happening ? 

Mr. Massey. It is not being disregarded. 


UNOBLIGATED 1957 FUNDS 


Mr. Kirwan. Did you have any unobligated funds on June 30 out 
of 1957 funds for “Resources man: igement” ? 

Mr. Massey. I do not know what the amount was. I am sure we 
did have some, Mr. Chairman. However, we have 10 area offices that 
we program this money to. We always will have small balances, 
because of fund controls and because the people cannot obligate their 
money down to the last dollar. Obligations fluctuate and, to be on 
the safe side, we turn some money back. But there will be no sub- 
stantial amounts. 


Mr. Kirwan. Just submit the amount for the record. 
Mr. Massey. Yes, sir. 
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(The information referred to follows :) 

The unobligated balance at the end of the fiscal year for the “Resources man- 
agement” appropriation was $124,749. 

Mr. Kirwan. Mr. Norrell? 

Mr. Norren. I agree with what you say, Mr. Chairman. I think 
I have nothing further to say at this time. 

Mr. Kirwan. Mr. Sieminski. 

Mr. Sreminski. I have no questions. 

Mr. Kirwan. Mr. Magnuson ? 

Mr. Magnuson. No questions. 

Mr. Kirwan. Mr. Jensen? 

Mr. Jensen. Under this item of “Operation, repair and maintenance 
of Indian irrigation systems,” we appropriated $801,000 in the regu- 
lar bill for 1958; is that right? 

Mr. Massey. Yes, sir. 

Mr. Jensen. How many of these irrigation systems will receive an 
allotment out of that $801,000 appropriation for fiscal 1958? 

Mr. Massey. Mr. Jensen, some of the'more feasible projects are 
able to carry most of their operation and maintenance cost from col- 
lections. There will only be a few of the Indians in these projects 
who will not be able to pay their water assessment. For those few, 
we will contribute their share of the payment from this fund. 

Some of the smaller projects—I am sure the members of this com- 
mittee are familiar with some that really are the result of early 
irrigation projec ts that are no more than subsistence tracts—of those, 
the majority of the Indians will have to have assistance in meeting 
their water bills. We have about 300 irrigation projects altogether. 
There would be, I would guess, 50 to 60 different projec ts that will 
receive funds from this appropriation, and within that number many 
more units. 

Mr. Jensen. The reason I ask that is this: You say you have about 
50 projects that will receive funds from the regular appropriation 
of $801,000 for fiscal 1958. Would it net be possible for the Indian 
Bureau to reduce the amount which you allocate to each of these 
irrigatiton projects, take a little from each, and make up the $118,000? 

I can readily understand what the Indians on the Gila River Res- 
ervation are faced with from your testimony. No doubt they are 
going to have to be helped to get over the hump. sut I am wonder- 
ing 1f it is not possible—it seems to me like it would be—for you to 
reduce the allocation to some of these other irrigation projects that 
are not in trouble in a sufficient amount to pay this $118,000. If you 
did not want to take it from any other item in the Bureau, that is. 

For this committee, at this early date after we have made an ap- 
propriation for fiscal 1958, to now approve this item—and, as the 
chairman says, in face of the letter from the Bureau of the Budget to 
all departments stating he wants them to stay within the expenditures 
of 1957—would put this committee in a rather difficult position. 
Surely, you can understand that. This comittee has always permitted 
transfers of funds wherever transfer of funds was necessary in 
amounts that were reasonable to take care of an emergency situation. 
We do like to have the privilege of saying “yes” or “no” on such 
transfers. But this committee has been very liberal with the Indian 
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Service because we have such high regard for Mr. Emmons, for one 
reason. Does Mr. Emmons know about this? 

Mr. Massey. Yes, sir. 

Mr. JensEN. That is all. 

Mr. Kirwan. Mr. Budge. 


_EFFECT OF BUDGET DIRE( “TOR’S LETTER 


Mr. Buper. Mr. Chairman, I am curious to know, not particularly 
with regard to the Bureau of Indian Affairs but simply because they 
are before the committee at this time, what the effect of the Director 
of the Bureau of the Budget’s letter has been. How do you handle 
that within the Bureau? 

Mr. Massey. We are making our recommendations, of course, at 
the Bureau level to the Department. What the Secretary’s decision 
will be or his recommendation to the Director of the Bureau of the 
Budget and what the decision of the Bureau of the Budget will be, 
I cannot speak for either. 

We would make our recommendations to the Secretary in accordance 
with the criteria outlined by the Director of the Bureau of the Budget. 

Mr. Buper. Would that not leave you quite a surplus of funds in 
a number of categories if you follow the directives in the Director’s 
letter ? 

Mr. Massey. I did not read into the memorandum from the Director 
of the Bureau of the Budget that the agencies would not have an 
opportunity to show the need for the funds they had available. 

As I interpret it, we are to point out why our expenditures for the 
1958 program should exceed the 1957. 

Mr. Bunce. Then your presentation to the Secretary and in turn to 
the Director of the Bureau of the Budget will be identical with the 
presentation you previously made to this committee / 

Mr. Massey. Our recommendation so far has not gone to the Secre- 
tary. It has not had the approval as yet of the Commissioner. We 
will, of course, I feel, be in a position to make a strong case for the 
Bureau of Indian Affairs programs as we feel we did in the budget 
before the Congress. 

Mr. Bunce. Is that for the total amount ? 

Mr. Massey. Yes. We have requested apportionment of the full 
amount that the Congress made available for 1958. Those apportion- 
ments have gone to the Secret: iry. We have not as vet received any 
word whether they will be approved in total or whether they will be 
reduced. 

Mr. Buper. In other words, insofar as the Bureau of Indian Affairs 
is concerned, there has been no saving action taken within the Bureau 
itself as a result of the letter from the Director of the Bureau of the 
Budget. 

Mr. Massey. According to our recommendations, that is right. 

Mr. Buper. That is all. 

Mr. Kirwan. Do the Indians actually do this farming or do they 
lease the ground ? 

Mr. Massey. They do the farming. 

Mr. Kirwan. Nobody else, just the Indians? 

Mr. Massey. That is right. 
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Mr. Kirwan. The Secretary, I assume, knows that you have sub- 
mitted this request, is that correct? 

Mr. Massry. This estimate has been submitted through the Depart- 
ment, through the Bureau of the Budget, and is up here officially and 
the Office of the Secretary knows that we are up here. 

Mr. JENSEN. Did he approve this request ¢ 

Mr. Massey. Yes, he approved this request. 

Mr. Kirwan. All right, that is all. Under the circumstances, I 
think you have done a good job in your testimony today. 


WEDNESDAY. JuLyY 31,1957. 


ALASKA INTERNATIONAL RAIL AND HIGHWAY 
COMMISSION 


WITNESSES 


CARL L. JUNGE, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 
TARY FOR PUBLIC LAND MANAGEMENT, AND TEMPORARY SEC- 
RETARY TO THE ALASKA INTERNATIONAL RAIL AND HIGH- 
WAY COMMISSION 

GEORGE R. MILNER, JR., ALASKAN AFFAIRS SPECIALIST, OFFICE 
OF TERRITORIES 

HON. E. L. BARTLETT, DELEGATE FROM ALASKA 


Mr. Kirwan. We have the Alaska International Rail and Highway 
Commission next, in House Document 213. 

Mr. Junge, do you have a statement ? 

Mr. Juner. Yes, sir. 


GENERAL STATEMENT 


Mr. Kirwan. You may proceed. 

Mr. Junar. I might identify myself first. 

My name is Carl L. Junge. My regular position is Special Assist- 
ant to the Assistant Secretary for Public Land Management in the 
Department of the Interior. Yesterday | was appointed as temporary 
secretary to the Alaskan International Rail and Highway Commis- 
sion. 

I would like to point out to vou, Mr. Chairman and members of 
vour committee, that I appear here today as representing the Com- 
mission and not as representing the Department of the Interior. The 
Department of the Interior will, however, support the Commission 
with certain, I believe you call it, personal services. 

Mr. Kirwan. Proceed. 

Mr. Juner. Mr. Chairman and members of the committee, I con- 
sider it a privilege to appear before this committee on behalf of the 
Alaska International Rail and Highway Commission. This 13-mem- 
Ler Commission was authorized by Public Law 884, 84th Congress, as 
amended by Public Law 85-16. Its purposes are, briefly, to make 
thorough and complete studies of the economic and military advan- 
tages and benefits of additional highway and rail routes between 
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the United States and Alaska and to make feasibility studies of pos- 
sible feeder routes from coastal ports to the rail and highway routes 
recommended by the Commission. The final report and rec nteinedts al- 
tions of the Commission are due August 1, 1958. 

The Commission, appointed by the President, is composed of 6 Mem- 
bers of the Congress, including the Delegrate from Alaska; 4 repre- 
sentatives of the executive branch of the Federal Government; and 
3 representatives of the general public. Of the latter, one is required 
to be a resident of Alaska and one a resident of the Pacific Northwest 
region of the United States. 

Public Law 884 authorizes the appropriation of $75,000 to enable 
the Commission to carry out its functions. Members serve without 
compensation; however, they are to be reimbursed for travel, subsist- 
ence, and other necessary expenses. The Commission is also author- 
ized to employ experts, consultants, and other employees as it deems 
necessary to assist it in carrying out its duties. The Commission may 
also utilize on a reimbursable basis the services of personnel of depart- 
ments, agencies, and instrumentalities of the executive branch of the 
Federal Government. 

The first, organizational, meeting of the Commission took place on 
the morning of July 30, yesterday. At that time, Under Secretary 
of Commerce Louis S. Rothschild was elected Chairman, and Senator 
Warren G. Magnuson was elected Vice Chairman. By resolution of 
the Commission, the Chairman and Vice Chairman were authorized 
to assemble a small staff to begin ye on compiling and analyzing 
the files and reports concerning rail and highway studies which have 
been made in prior years. This material is to be ready for the next 
meeting of the Commission, tentatively scheduled for the west coast 
in late September or early October. In the meantime, the Commission 
hopes to begin discussions with Canadian officials, as authorized by 
Public Law 884, in order to gain full Canadian cooperation and assist- 
ance in the studies. 

This concludes my prepared statement. I should like, however, 
with the consent of the committee, to submit a list of the members 
of the Commission. I shall be pleased to attempt to answer any ques- 
tions the committee may have concerning this appropriation request. 

Mr. Kirwan. We will place the list of members in the record. 

(The list referred to follows :) 


ALASKA INTERNATIONAL RAIL AND HiGHWAY COMMISSION 


Under Secretary of Commerce Louis 8S. Rothschild, Chairman 

Senator Warren G. Magnuson, Vice Chairman 

Senator Frank A. Barrett, Wyoming 

Representative Leo W. O’Brien, New York 

Representative Russell V. Mack, Washington 

Representative B. F. Sisk, California 

Delegate from Alaska E. L. Bartlett 

Assistant Secretary of the Interior Roger C. Ernst 

Maj. Gen. S. R. Browning, Deputy Chief of the Transportation Corps 

Mr. Livingston Satterthwaite, Director, Office of Transportation and Communica- 
tions, Department of State 

Hon. Douglas McKay, Salem, Oreg. 

Mr. Norton Clapp, Seattle and Medina, Wash. 

Mr. Charles G. Burdick, Juneau, Alaska 
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Mr. Kirwan. I see this Commission was authorized to be set up 
August 1, 1956. That is about a year ago. 

Mr. Junar. Yes, sir. 

Mr. Kirwan. What made it so long getting set up! 

Mr. Junge. Mr. Chairman, I believe the thing that caused the delay 
up until a matter of some 30 days ago was awaiting an announcement 
of the selection of the Members of Congress on the Commission. 

Mr. Kirwan. Who delayed it? You mean the Congress delayed in 
not recommending who was to be on it? 

Mr. JuncE. Sir, 1 believe that came from the Office of the President. 
I believe we were waiting for the announcement. 

Mr. Kirwan. I would like to know who delayed it. It was author- 
ized a year ago by the Congress, One year has passed with practically 
no action. Suppose we get into an emeregncy and the highway and 
railroad are needed. The fact that it took a whole year to get this 
Commission into action could be very bad. I think there is something 
wrong that it took a whole year. 

Mr. Junae. There was an cee in the 85th Congress, which 
you will note there. That was when Delegate Bartlett was " added. 


FUNDS NOW AVAILABLE 


Mr. Kirwan. What funds have been made available to the Com- 
mission and where did the funds come from ¢ 

Mr. Junor. There have been no funds to date except a $15,000 item 
made available through the President’s emergency fund. The date of 
the President’s authorization is a letter from the White House dated 
July 29, 1957. 

Mr. Kirwan. Is that going to be reimbursed ? 

Mr. Juner. Yes, sir, we have an opinion from our Solicitor which 
indicates that item should be reimbursed inasmuch as the act specifies 
not more than $75,000 available to the Commission for the perfor- 
mance of its duties during its lifetime. 


AUTHORIZED APPROPRIATIONS 


Mr. Kirwan. The authorizing law gave the Commission a 2-year 
life and authorized a maximum appropriation of $75,000 # 

Mr. Juncr. That is correct. 

Mr. Kirwan. Because of delay in getting started, the Commission 
will be active for only 1 year. Why should not the fund requirements 
be reduced accordingly ? 

Mr. Junar. I believe that the best way for me to attempt to answer 
that question would be to reflect to you the sense of the meeting of 
the Commission which was held yesterday. 

The Commission authorized the Chairman and the Vice Chairman 
as a committee of two to investigate, look into the qualifications of, 
and hire a certain permanent staff consisting tentatively and only 
tentatively of a staff director, a technical assistant, and the necessary 
clerical assistants. I believe there is a list in front of you reflecting in 
general terms that type of breakdown. 

Incidentally, that is different from the justification which was giver 
to vou. 
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STAFF DIRECTOR 


Mr. Kirwan. I see “Staff director, $17,500.” That is a pretty fair 
salary. 

Mr. Juncr. Yes, sir. It was the opinion of the Chairman and 
concurred in by the members of the Commission that, due to the fact 
that this position is of short tenure, it would be necessary in order 
to obtain a qualified person to pay a higher rate than if it were perma- 
nent. 


FUNDS ALREADY SPENT ON TRANSPORTATION FACILITIES 


Mr. Kirwan. The military spent an enormous amount of money 
on the Alaskan Highway. We spent over $100 million, I think, o 
the Alaskan Railroad. <A general sitting where you are testified i 
was needed. After we spent ‘the $100 million, then they built the high. 
way there. After they built the highway, costing millions and mil- 
lions of dollars, they put a pipeline in and took a large part of the 
freight business away from the railroad. 

That is a committee of experts that did that. 

Then, I guess it was a qualified expert that built the facilities at 
Excursion Inlet. The Excursion Inlet facilities were built after the 
Japanese left Alaska. The general at that time, who was head of the 
Alaskan headquarters, was ‘asked “W hy do you not build them in 
Juneau or somewhere else so that we can use this/” They built 
wharves and everything after the war was over. The general arose 
with all the dignity of a general and said, “I gave my word and i 
will be built in Excursion Inlet.” It was built and never occupied. 
it cost the Government $33 million. That is what we get from some 
of these qualified experts. 

We thought we had the job done when we built the Jean Highway. 
Now is this commission to study the shortcuts / 

Mr. Junee. This is actually in a different area of the country. You 
unde stand that this has to do with a connecting link, either by rail or 
highway or both, between the Pacific Northwest and the existing road 
net and/or rail net. 

Mr. Kirwan. I don’t doubt that considerable improvement. could 
be made and that this study is needed, but it does bother me that we 
have spent hundreds of millions of dollars on transportation facili- 
ties in this general area and now we find that they are apparently 
inadequate. 

OTHER AUTHORITY FOR STUDY 


Mr. Jensen. If this Commission is not instituted, who would have 
the authority to handle this matter and to designate where the road 
should be or the kind of a road ? 

Mr. Juncr. My opinion is that there actually is no authority exist- 
ing at. the present time inasmuch as the proposed highway and/ 
the railroad that we are speaking of here and that the als 
had in mind when they passed this law would be built within Canada, 
not within either the continental United States nor within the Alaskan 
Territory. 

So therefore it is primarily a Canadian matter and we, of course, 
are not in position to dictate to a foreign nation what they may do 
in the way of constructing roads or railroads. 


gre 
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Mr. Jensen. The members of this Commission would necessarily 
have to collaborate with the Canadian officials. 

Mr. Junge. Yes, sir. 

Mr. Jensen. And they would have to get their approval before any- 
thing is done. 

Mr. Junee. Approval is not required, but would be desirable. The 
act authorizes cooperation with and arrangements for meetings with 
Canadian officials or Commissions of the Dominion or the Province 
of British Columbia. 

Mr. Jensen. Would not the Governor of Alaska have the power 
to designate a Territorial official, possibly an assistant under him, 
to act in an official capacity on this matter and would not the Presi- 
dent of the United States or the Secretary of the Interior have au- 
thority to designate one of his assistants or some official in the Terri- 
orial Branch of the Department of the Interior, to make such a study ? 
And wouldn’t their decision be just as official and binding as the 
decision of this Commission ? 

Mr. Juner. My personal opinion is that I believe there might be 
that authority. I am not saying there is that authority. I do not 
know, 

Mr. JENSEN. It would seem to me that there surely is that authority 
because anything that affects the Territory—and this does—the Gov- 
ernor of Alaska, being the chief executive of that Territory, would 
have the authority to designate an official. 

Mr. Juner. I think that probably would be true. 

Mr. Jensen. Certainly the Secretary of the Interior has that au- 
thority, too. 

Mr. Juner. I was thinking in terms of authorizing a study which 
would result in a report on a project of this kind and whether or not 
he would be authorized to spend the time and money involved in that 
sort. of activity. 

Mr Jensen. Each year we appropriate money for research. Pos- 
sibly the language in the law may not be broad enough to ae 
expenditures out of those funds to be used for this purpose. I do 
not. know. 

Mr. Juner. Under this act the Commission is authorized to utilize 
personnel from the various departments on a reimbursable basis 
(sec. 4 (b)), as I said in my opening statement. 

Mr. Jensen. You are not asking for any more in this request for 
funds than the authorizing law, Public Law 884, would cover ? 

Mr. Juner. That is correct, sir. Public Law 884 authorizes $75,000. 

Mr. Jensen. This $75,000 you are asking for is to pay for the em- 
ployment of a so-called expert in this particular field and for a sup- 
porting staff, is that right? 

Mr. Junce. Yes, sir. Please wnderstand these figures are entirely 
tentative inasmuch as there has been only one meeting of the Com- 
mission. 

Mr. Jensen. What are the purposes which this road or these roads 
will be used for? Is it primarily for military use / 

Mr. Juner. No, sir, I would say it has a joint economic-military 
use with possibly a little more emphasis on the economic than on the 
military side. 
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I would say those 2 uses could be divided into 2 categories. One 
would be the value of the direct route connecting the northern por- 
tion of the Alaska Highway and the Alaska Highw ay System with 
the road net which is currently connected with the United States 
Pacific Northwest by the road net which exists in British Columbia. 


POSSIBLE ROUTES 


There is a span there of 1,200 miles approximately on one route 
between Hazelton and Atlin. 

Mr. Jensen. Let’s try to get this picture. 

Mr. Junex. Would you like toseea map ! 

Mr. Jensen. Yes. You do not contemplate abolishing any part of 
the Alean Highway, do you? 

Mr. Juner. No, sir. 

Mr. Jensen. This would be a spur possibly from the Alean High- 
way tothe Pacific Northwest ? 

Mr. Juner. Not directly. 

Mr. Mitner. Here is Whitehorse. Atlin is here [indicating map]. 
There is an existing connecting road. Hazelton is here on this high- 
way system, which in effect does provide a connecting link with the 
Pacific Northwest. 

One proposal under consideration by the Commission is roughly 
following this route or possibly closer to the coast. A second pos- 
sibility is using the Rocky Mountain Trench, which is roughly fol- 
lowing this river system along here. The point of departure would 
be Prince George. This is an existing highway going up to Dawson 
Creek. 

One possible route would go up this way and somewhere in this 
area connect with the existing Alaska Highway. 

Mr. JeENseN. Those would be highways instead of railways, would 
they not? 

Mr. Miner. Either highway or rail. The Commission has the 
dual function of studying both highway and rail routes. 

There is a third function the Commission has, which is studying 
possible feeder routes from the coastal cities of Alaska to connect 
with whichever route or routes might be recommended by the Com- 
mission. At the present time, with the exe eption of Skagway and 
Haines, these communities have no direct overland access. 

Mr. Jensen. Does Canada consider this would be an economic bene- 
fit to Canada to the end that they will help pay for these highways 
or railroads, or is this whole expense going to be thrown on the tax- 
payers of the United States? 

Mr. Junce. I do not believe there is any commitment of record as 
of today of the Canadian attitude. - This study, I am sure, has as 
one of its objectives a determination as to whether or not Canada 
would join with the United States in this effort. 

Mr. JeNsEN. Of course, all they have to do is say no, and Uncle 
Sam in his regular role would no doubt ask the taxpayers of the 
United States to pay the whole bill. The taxpayers of the United 
States are pretty sick of paying a lot of these bills. They are telling 
us in no uncertain terms they are sick of it. 

For this committee now to make this appropriation could be con- 
strued as giving our blessing to the beginning of an expenditure that 
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might cost hundreds of millions of dollars. That is the thing this 
committee is up against, and I hope you can understand the difficult 
situation that we are in. This committee has always been very liberal 
with the Territory of Alaska. I think Mr. Bartlett will verify that 
statement. 

I do not think we ever turned a request down for anything in Alaska 
that had been proved to be worth the funds. We might have cut a 
little here and there on some items but generally speaking we have been 
pretty fair, and Mr. Bartlett, of course, has been a very convincing 
agent for that wonderful Territory. That is his job, and he has done 
it well. 

But we are embarking here on something that may, in a few years, 
cost us an awful lot of money. Maybe the value is there. I am sure 
it would be there if we were to get involved in a war with those folks 
across the Bering Sea. I want to tell you now that if I favor this 
appropriation, it ‘will be on that basis and no other basis. I think that 
is all. 


CONTROL OF FACILITIES IF CONSTRUCTED 


Mr. Sreminskr. Just how international do you propose to have 
this rail and highway setup, in this regard? In the event of an emer- 
gency and C anada declares her neutr: ality in that emergency, would 
your study address itself to the question of your still having some 
ability to use the rail and highway network even though it goes 
through Canadian territory 

Take a Suez crisis in reverse, with Canada being on the other side 
of the fence, and the United States being committed for a Bering 
Sea or Northwest emergency and Canada declares its neutrality. 
Does that neutrality close off our use of her territory over which this 
rail and road network would pass? Would you ask that question and 
see how many road and rail rights you can get for Uncle Sam should 
that come up ? 

Mr. Junee. I would agree with that approach, sir. It would, of 
course, depend upon how the road and/or the rail route were built 
and who supplied the funds. 

For example, if we merely promote the building of a link between 
two existing road networks which already exist in the Yukon Terri- 
tory and British Columbia, even though we may be the beneficiaries of 
that connecting link, actually the road would be built on Canadian 
territory. If it were built with United States funds, then we would 
have the problem in connection with your point of existing roads at 
the north and existing roads at the south already entirely within 
Canada built by C anadian funds. 

Mr. Steminskri. Mine is merely a precautionary question. I re- 
member during the Korean hostilities how at one point Lester Pear- 
son, who is no longer Minister for External Affairs, said if he went 
above the 38th parallel, or crossed the Yalu, Canadian troops and 
Canadian effort would be withdrawn from the Korean theater. 

If we found it to our interests to stay in the Pacific during an 
emergency, and Canada made another withdrawal statement like 
that, and we needed access to Alaska possibly to keep the fires cool in 
the Pacific, what would your position be in relation to United States 
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installation crossing through Canadian territory? Would they recog- 
nize a neutrality that would allow us to gain access to Alaska by land 
so long as the cars were sealed as they have occassionally been through 
Switzerland to other points in Europe ? 

I think the question should be asked, and if the answer is classified, 
at least let us ask the question and not let Uncle Sam get involved 
with another Berlin-type airlift or Suez situation with no road on 
the ground. 

Mr. Juneer. I agree. 

Mr. Sreminski. It deals with Alaska statehood. It would be well 
if Canada were able to let Uncle Sam know just what right-of-way 
we would have on land should they become upset in their relations 
with us. 

You will remember a few years ago they talked to put a pipeline 
through their territory; and it would cost much more than they would 
have to spend if they were to go through Uncle Sam’s territory back 
to their own. However, a member in the Canadian Parliament said 
he would not in effect subject any asset of Canada to Uncle Sam’s 
dominion. They would put a curve in their pipeline to avoid our 
territory so we would not cut their oil off in case they got upset with 
us or vice versa. It is a question that should be asked in the interest 
of reason and self-interest. Would you explore it / 

Mr. Junge. Yes, sir. 

Mr. Kirwan. Does that finish your statement / 

Mr. Juner. Yes, sir. 

Mr. Kirwan. Delegate Bartlett we would be glad to hear any com- 
ments you may have on this matter 

Mr. Barrierr. I was here principally to listen to the testimony. 
[ would like to say a couple of things, I do believe the Commission 
organized by the public law referred to can fill a very useful purpose. 
I believe Mr. Sieminski pointed out one thing it can do without at- 
tempting to usurp the functioning of the State Department. There 
is a member of the State Department on the Commission. 

The chairman and vice chairman intend to go to Ottawa before 
long. There are many matters that can be explored, and I think this 
will give us a wonderful opportunity to develop a rounded trans- 
portation system on the west coast in Canada and the United States. 
it has never been tied together as it should be. 

As a member of the Commission, I would say to the committee that 
1 would be very surprised if any arrangement were made whereby 
American funds would be spent on Canadian rail or highway facil- 
ities barring, of course, any repetition of what happened on the 
ALCAN Highway when we had to do the job in a hurr y. This would 
be a splendid opportunity for the Congress to receive a report from 
the Commission and have the picture whole for the first time. 

That is all I have, Mr. Chairman. 

Mr. Kirwan. Thank you very much. 





WepbNESDAY,. Juty 31, 1957. 
DISTRICT OF COLUMBIA AUDITORIUM COMMISSION 
WITNESSES 


HON. FRANK THOMPSON, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW JERSEY 

MRS. JAMES ROWE, MEMBER, DISTRICT OF COLUMBIA AUDI- 
TORIUM COMMISSION 

GEORGE WILLIAMS, MEMBER, DISTRICT OF COLUMBIA AUDI- 
TORIUM COMMISSION 


Mr. Kirwan. We now have the District of Columbia Auditorium 
Commission or the Commission on the National Culture Center. This 
item is in House Document 213. Has the name been changed ¢ 

Mr. 'Tuompson. If the conference report is adopted, that would be 
the name, but we are still the District of Columbia Auditorium Com- 
mission. 

Mr. Kirwan. Do you have a statement to make ? 


GENERAL STATEMENT 


Mr. THomeson. Just an informal one. I will not take much time 
except to thank you and Mr. Jensen and Mr. Sieminski for hearing 
us. We are here simply to ask that the unexpended moneys of our 
appropriation of last year be set aside for the Commission’s use for 
the coming fiscal year. 

[ am a member of the District of Columabia Auditorium Commission, 
having been appointed by the Speaker; Mr. Kearns of Pennsylvania 
is a member, Mr. Broyhill of Virginia, Mr. Morrison of Louisiana, 
and Mr. Harris of Arkansas. Mrs. James Rowe is a member, as is 
Mr. Williams, and our chairman is Mrs. Agnes Meyer. 

Mr. Kirwan. She is not here today / 

Mr. 'THompson. She is not, sir. We had a $150,000 appropriation. 
The largest part of it was expended in a report which has been sub- 
mitted to each and every Member of Congress. It was beautifully 
done, an extremely comprehensive report, and done without any ex- 
pense except actual cost by seven of the Nation’s leading architec- 
tural and engineering firms. 

We have a very modest need for the approximately $12,000 which 
is unexpended and which we are asking be continued. We have 1 
eniployee. Miss Helen Hamer, whose sal: ary is approximately $6,000 
a Vy ear. 

Our only other expense is telephone and postage stamps and a few 
incidentals. 

Mr. Jensen. Do you have office space ? 

Mr. 'Priompson. S20 a month. We have high hopes that the con- 
ference report on the bill TH. R. 4813 will be adopted soon so that 
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we can acquire our site and go forward with the plans we have 
developed. 

We just respectfully ask this committee or, rather, urge thts com- 
mittee to allow us to have the remaining money of our appropriation. 


AUTHORIZATION 


Mr. Kirwan. As things stand now, there is no authorization. 

Mr. Tuomrson. That is right. We had assurances from Mr. 
Morrison that the conference report will come out forthwith. 

Mr. Kirwan. If course, until the conference report is passed and 
the bill is signed by the President the appropriation couldn’t be 
used even if we took favorable action on your request. 

Mr. THompson. We understand. The money would be contingent 
on approval of the conference report; yes, sir. 

I have nothing more to say except to answer any questions. 

Mr. Kirwan. Does anyone else have anything to say? 

Mr. Tuomrson. I think it would be sufficient, “Mr. ( ‘hairman, with 
your permission, for the record to note the presence of Mr. Williams 
and Mrs. Rowe and their agreement with my statement and the fact 
that we appear for a majority of the Commission. 

Mr. Kirwan. That is fine. 

We shall make every effort to see that you get the funds. We gave 
you funds last year with the statement that you had done a good ° job. 
There is no reason that this year we will not give you the balance of 
the funds if the matter of the authorization is straightened out. 

Mr. Jensen. I am glad you folks came before the committee today 
and made the presentation which you have made. Also I want to say 
that you deserve the commendation of the committee and the Congress 
and the people of Washington, D. C., for the time that you have spent 
on this job which you have done so well. I know that none of you 
is going to become rich on this job. It is very wonderful that we have 
people ‘like you who will spend time and effort on civic matters of this 
nature. 

Mr. Krrwan. Thank you for coming. 

Mr. Tuomrson. Thank you, sir. 





| 
| 
| 





595 


SUBCOMMITTEE ON DEPARTMENT OF COMMERCE AND RELATED 


AGENCIES 
PRINCE H. PRESTON, Georgia, Chairman 
ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 
SIDNEY R. YATES, Illinois WALT HORAN, Washington 
JOHN F. SHELLEY, California MELVIN R. LAIRD, Wisconsin 


DANIEL J. FLOOD, Pennsylvania 
WepnespAy, Juty 31, 1957. 
CIVIL AERONAUTICS ADMINISTRATION 
CONSTRUCTION AND DEVELOPMENT, ADDITIONAL WASHINGTON AIRPORT 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

JAMES T. PYLE, ADMINISTRATOR OF CIVIL AERONAUTICS 

W. B. DAVIS, DEPUTY ADMINISTRATOR 

L. W. BURTON, JR., DIRECTOR, PLANNING AND DEVELOPMENT 
OFFICE 

Cc. H. HARPER, DEPUTY BUDGET AND FINANCE OFFICER 

H. H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS 

E. N. SMITH, ASSISTANT DIRECTOR, OFFICE OF AIRPORTS 

H. S. CHANDLER, DEPUTY DIRECTOR, OFFICE OF AIR TRAFFIC 
CONTROL 

ROY KEELEY, DIRECTOR, OFFICE OF FLIGHT OPERATIONS AND 
AIRWORTHINESS 

GERALD F. WHITE, ASSISTANT GENERAL COUNSEL 


Mr. THomas. Gentlemen, will the committee please come to order. 
Gentlemen, it is a pleasure to have with us this morning representa- 
tives of the CAA and the Department of Commerce. It is nice to see 
so many of our old friends. Certainly we are delighted and honored 
to have with us Mr. George T. Moore, Assistant Secretary for Admin- 
istration and Mr. Pyle, the very able and genial Administrator of 


CAA. 
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Where is Dr. Rothschild, may I inquire? 

Mr. Moore. In New York, sir. 

Mr. Tuomas. The meeting is hardly complete without the doctor. 
We also have Mr. Burton, Director, Planning and Development; Mr. 
Harper, Deputy Budget and Finance Officer; Mr. Howell, Director of 
Airports: Mr. Smith, Assistant Director of Airports; Mr. Chandler, 
Deputy Director, Office of Airport Traffic Control; Mr. Keeley, Direc- 
tor, Office of Flight Operations and Mr. White, Assistant General 
Counsel. 

It is nice to see you gentlemen. 

We are here for the purpose of discussing an estimate for the con- 
struction of the Burke Airport, which in my humble judgment is long 
overdue. It should have been completed 2 or 3 years ago. The longer 
we wait, the more we increase the hazard of having one of the most 
unnecessary and uncalled for catastrophies in this area that I can 
imagine. We will insert the pertinent portion of House Document 
No. 214: 

(The document referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 24, 19957. 
The PRESIDENT, 
The White House. 


Sir: I have the honor to submit herewith for your consideration | proposed 


supplemental appropriation for the fiscal year 1958, in the amount of $35 million, 
for the Department of Commerce, as follows: 


“DEPARTMENT OF COMMERCE 
“CIVIL AERONAUTICS ADMINISTRATION 
“Construction and Development, Additional Washington Airport 


“For necessary expenses for the construction and development of a public air- 
port in the vicinity of the District of Columbia, as authorized by the act of Sep 
tember 7, 1950 (64 Stat. 770), including acquisition of land, $35,000,000, to remain 
available until expended: Provided, That not to exceed a total of $800,000 may be 
advanced to the applicable appropriations of the Civil Aeronautics Administra- 
tion, for the fiscal year 1958 and succeeding fiscal years, for necessary adminis- 
trative expe nses 

This proposed supplemental appropriation is to provide funds necessary for 
additional land acquisition, engineering. and construction of an airport near 
Burke, Va., to serve the metropolitan area of Washington, D.C. 

Agreement is general that additional airport facilities are needed for this 
area. This need will inevitably grow in urgency as the community expands and 


the demand for better air transportation service continues to increase The 

early introduction of commercial jet trunsports underscores the need 
Alternative solutions have been intensively studied. Considering all relevant 

factors, the responsible executive agencies have concluded that the best avail 


able long-term solution is a new airport at the Burke, Va., site. Further study 
of the problem over the past few months by the Department of Commerce has 
provided additional support for this conclusion 


This supplemental estimate, which was forecast in the 1958 budget, is being 
submitted now in order that the Congress may have an opportunity to act on 
it at this session. It is proposed under the authorization granted by Public 
Law 762, 81st Congress, and it contemplutes completion of a usable airport in 
1960. 

I recommend that the foregoing proposed supplemental appropriation be trans 


mitted to the Congress. 
Respectfully yours, 
PERCIVAL BRUNDA 
Director of the Bureau of the Budget. 
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Mr. Tiromas. Mr. Moore, we would be delighted to hear from you 
or any of your organization. 

Mr. Moore. Mr. Chairman and gentlemen of the committee, the 
Under Secretary of Commerce for Transportation i is unable to be here 
to convey personally his deep interest in settling the overlong econ- 
troversy regarding a site for a second airport to serve the W ashington 
metropolitan area. 


STATEMENT OF SECRETARY ROTHSCHILD 


Mr. Chairman, may I at this point read a statement that Mr. Roths- 
child would have made had he been here? 

Mr. Tomas. You may proceed. 

Mr. Moorr. Mr. Rothschild’s statement is as follows: 

1 regret that a prior commitment makes it impossible for me to 
appear before this committee in support of this important program. | 
particularly wanted to discuss with you the urgent and immediate need 
to move forward with the construction of an additional airport for the 
Washington area. 

All of the studies that have been made regarding the need for a 
second Washington airport have resulted in the common conclusion 
that the facilities of the Washington National Airport have reached a 
saturation point. The necessity for an additional airport is pointed 
= by the 270,000 aircraft ti aking off and landing at Washington Na- 

tional Airport during fiscal year 1957, involvi ing 4.2 million passengers 
boarding and deplaning aircraft. It is estim: ited that by 1960, this 4.2 
million will have grown to somewhere between 6 and 7 million pas- 
sengers, 

This rate of growth cannot be satisfied at Washington National 
Airport, and additional schedules would be added by the air carriers 
if airport facilities were available. 

Based on the various studies made to determine the best method to 
relieve this situation, it is clear that an additional airport located at 
Burke, Va., is the best solution to this problem. This conclusion is 
based on: (a) Economy and convenience as far as the traveling public 
is concerned; (6) efficiency of operations; (¢) the impact on the com- 
munity in which the airport will be placed; (d) a study of the aircraft 
trafiie patterns; and (e) the availability of land. From the standpoint 
of the residents of the National Capital area the solution to their criti- 
cal air-travel problem is the immediate construction of a second airport 
for Washington. 


STATEMENT OF ASSISTANT SECRETARY MOORE 


Mr. Moore. May I make this further statement : 

The need for additional airport facilities to accommodate existing 
and potential air traffic in the Washington metropolitan area was 
recognized by the Congress in 1950 when it enacted Public Law 762 
authorizing the construction of a public airport in the vicinity of 
the District of Columbia. After an intensive survey of possible areas, 
a site near Burke, Va., was selected and part of the property was 
acquired, 

In 1952 the development of the Burke Airport was arrested because 
of local controversies over its location. Since that time the matter 
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of a second airport to serve the Washington area has been studied, 
restudied, proposed and opposed, debated rand testified about. There 
is hardly any activity of the Department of Commerce or the Civil 
Aeronautics Administration which has had more careful examination 
than this one. It is the very carefully considered opinion and finding 
of this Department and of the CAA that the Burke site is the most 
feasible, most practical, safest, and most economical to meet the fore- 
seeable demands of air transportation in the Washington area. This 
is based on consideration of all factors at each proposed site which are 
relevant to the matter of airport selection, such as existing and future 
air traffic patterns, impact on the community, the availability of 
sufficient and suitable land, the economy and practicality of use by 
the traveling public, and efficiency of operations. 

The CAA has performed admirably in expanding the capacity of 
the present airport to accommodate the ever-increasing traffic. In 
any event, the CAA will insist that safety of the flying public must 
be the controlling factor, even to the extent of restricting or delaying 
flights during heavy traffic periods. 

The need for the second airport is acute. It is our sincere hope, 
and we urge that the appropriation estimate before you be approved 
so that we can get on with the job. 

Mr. James T. Pyle, the Administrator of the Civil Aeronautics 
Administration, and his staff, are here to answer any questions you 
have concerning this estimate. 

Mr. Tuomas. That isa ver y nice statement, Mr. Secretary. 


JUSTIFICATION MATERIAL 


Mr. Reporter, at this point, will you insert page 2 of the justifica- 
tions in the record; also pages 7, 8, 9, and the first half of page 10? 
(The justifications referred to follow :) 


CONSTRUCTION AND DEVELOPMENT, ADDITIONAL WASHINGTON AIRPORT, CIVIL 
AERONAUTICS ADMINISTRATION, DEPARTMENT OF COMMERCE 


“For necessary expenses for the construction and development of a public air- 
port in the vicinity of the District of Columbia, as authorized by the act of 
September 7, 1950 (64 Stat. 770), including acquisition of land; $35,000,000 to 
remain available until expended: Provided, That not to exceed a total of $800,000 
may be advanced to the applicable appropriations of the Civil Aeronautics 
Administration for the fiscal year 1958 and the succeeding fiscal years, for neces- 
sary administrative expenses: Provided further, That the unexpended balance 
of appropriations “Land acquisition, additional Washington airport” shall be 
merged with this appropriation (64 Stat. 770). 

Estimate 1958, $35,000,000. 


GENERAL JUSTIFICATION 


In recognition of the need for additional airport facilities to accommodate 
existing and potential air traffic in the Washington metropolitan area, the Con- 
gress in 1950 authorized the construction of a public airport in the vicinity of 
the District of Columbia through enactment of Public Law 768, 71st Congress. 
After an intensive survey of possbile areas for an airport near Washington, a 
site near Burke, Va., was selected for the supplementary airport. Under pro- 
visions of the act, $1,056,803 has been appropriated for land acquisition includ- 
ing settlement of deficiency judgments rendered by the United States district 
court. 

Development of the Burke Airport was arrested in 1952 pending evaluation of 
the overall project in view of local controversies which developed over its loca- 
tion. Reevaluation of Government policy and further study supported the Burke 
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site as the long-range solution to Washington air traffic congestion, taking into 
consideration factors of terrain, safety, accessibility, air traffic:control patterns, 
and construction costs. 

Air service for the Washington area, in the calendar years 1948 to 1956, is 
recorded as increasing by 219 percent in enplaned passengers and by 89 percent 
in air-carrier departures. Both indices being 5 percent more than the national 
average. Every indication is toward more expansion of air services and it is 
forecasted that by 1960 the Washington area potential of total airline passengers 
will number between 6 and 7.2 million, further increasing to between 8 and 
10.6 million by 1965. The Washington National Airport is expected to serve 
4.2 million passengers in 1957 and additional airline services would now be in- 
stalled if airport facilities were available. After much consideration ‘of all 
feasible factors known the conclusion is that the National Capital area requires 
an additional airport. 

This budget estimate of $35 million is based on an expedited construction 
program for the initial development of an airport at Burke, Fairfax County, Va., 
to alleviate the present crowded conditions at Washington National Airport, 
as soon as possible. This estimate provides for that construction planned so as 
to have a usable airport by the summer of calendar year 1960 and completion 
by the summer of 1961. 

It is estimated that the ultimate development of the new airport will cost 
approximately $48,800,000 exclusive of hangars, and will rank as an “interconti- 
nental express” airport. The additional construction required for the final 
stage of development would not be undertaken until the need is apparent. When 
completed the new facility, in conjunction with the Washington National Airport, 
will provide sufficient airport capacity to meet the foreseeable demands of air 
transportation in the Washington area. 

Funds are required in the amount of $35 million for preparation of detailed 
construction plans and specifications, development of zoning regulations to pro- 
tect approaches to the runways, purchase of land, construction of facilities, and 
supervision. 


Scope of work 


On the basis of this estimate, the usable facilities planned to be available by 
the summer of 1960 will consist of 1 lighted north-south runway 8,500 feet 
long (or longer, if required to handle commercial jet aircraft), 1 lighted east- 
west runway 7,000 feet long, related taxiways, a traffic control tower, terminal 
building, apron, automobile parking facilities, maintenance building, arid all 
necessary utilities, aircraft fueling facilities, and a single-lane access road. 

Completion of the initial development, planned for operation by the summer 
of 1961, will provide additional items consisting of another (parallel) north- 
south runway with related taxiways, expanded terminal building, aprons, auto 
parking facilities, and an enlarged fueling system. The facility will be capable 
of handling all types of air carrier service, including jet transport operations 
that are expected to be conducted in the Washington, D. C., area by 1961. 

Detailed justification of specific items included in this request follow: 

1. Completion of land acquisition, $2,445,850 
(o} AlPpoet 6hte, G1te ROBO ack on cnetdne ek desis $1, 185, 850 
CB) OO DONG 2 re RN laa oi eck Die oni aetagstine tnieaiast tcaiie 480, 000 


(6) AVBROGCH SOROR. Toe Gem ei cnha. i n ie cpg ewiierneaecdbain 780, 000 
Total, 5,448 acres. 


These costs are for immediate purchase of the balance of land required for the 
ultimate airport development, for construction of the access road and adequate 
approaches to the runways. Acquisition must be in fee simple except that in the 
outer portions of approach areas, easements will be acquired where they will 
provide satisfactory protection to the runway approaches and operation of the 
airport. The estimated valuation of the additional 5,443 acres is placed at an 
average of $450 per acre, including a 10 percent contingency factor pending 
formal appraisal and subsequent court approval. This valuation was established 
by the same appraisers, appointed by the court and the Department of Justice, 
who were retained in connection with previous land acquisition. Final valua- 
tions are not expected to vary substantially from this estimate. 


2. Hngineering and supervision, $2,550,000 


(a) Site surveys and zoning expense, $85,150.—These items include site surveys 
of the land to ascertain individual tract boundaries for land acquisition, develop- 
ment of pertinent preconstruction data required for the detailed design, including 
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information on soil composition and subsurface conditions. Assistance will be 
given local authorities in drawing up the zoning regulations necessary for the 
total protection of the runway approaches to prevent encroachment as recom- 
mended by the President’s Airport Commission. 

(b) Airport design contracts, $1,162,000—This item provides for costs for 
consulting engineers and architects who will be retained to conduct preliminary 
studies, prepare detailed construction plans and specifications and inspect 
construction work. 

(c) Direct engineering and administrative expense, $1,302850.—This item 
provides for overall technical supervision of the project to protect the Govern- 
ment’s interests. Funds requested are for positions, to coordinate planning 
and development work, maintain liaison with appropriate authorities on zoning 
work, removal of utilities and road relocation, work with the engineering and 
architectural consultants in preliminary studies developing construction plans 
and engineering data, and subsequently supervising the construction phases 
of the program. Included also are requirements for housekeeping functions 
such as legal, personnel, accounting, procurement, contracting, and auditing 
services. 

3. Construction, $30,004,150 

Construction can be started in the last half of calendar year 1957 and com- 
pleted by the middle of 1961. With the completion of this work, it will be pos- 
sible to handle expected traffic loads expeditiously and relieve congestion at 
Washington National Airport. 

Mr. Frioop. Mr. Chairman, may T make this observation ? 

Mr. THomas. Yes, indeed, Mr. Flood. 

Mr. Fioop. It would oceur to me that for the purpose of this hear- 
ing, a very important hearing, that there is absolutely no necessity 
whatsoever of any evidence to establish a need for a second airport. 

As far as Iam concerned, that was established at the hear ings before 
this subeommittee when it was State, Justice, and Commerce, 8 or 10 
years ago. I cannot imagine any intelligent debate as to the need 
for a second airport. 

Now, may I suggest, Mr. Chairman, that we make it very clear 
that we will take, if I can borrow a phrase, judicial notice of the 
fact. that there is a need and as I understand it, the point at issue 
is where should it be located. 

Mr. Horan. Will you yield? 

Mr. Fioop. Yes. 

Mr. Horan. I think most of the intelligent inquisition into this is 
as to whether the Air Force and the military should not move out into 
the country and allow the more metropolitan areas, such as Andrews 
and Bolling, to be used by civil aviation. That is the question that 
we have not inventoried very much. 

[am for this, but it is a matter of policy that should be developed by 
another committee. All we do is appropriate money here. There is 
some question whether Andrews and Bolling should not be turned 
over to the civil aviation and the military move out a little farther 
inland. They do not have to be in downtown Washington. 

Mr. Froop. My own position is, of course, that that has been ex- 
amined and exhausted. I cannot conceivably believe that there is 
any area for any further investigation by the military or any legisla- 
tive committee as to whether or not we can s: ifely and properly, after 
the reports and investigations of CAA, who are the civil authority, 
consider the advisability or the desirability of utilizing any adjacent 
military installations for civil air work. 

My mind is closed on that. My only point at this point is that we 
should not waste any time establishing a need. Any action we take, 
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Mr. Chairman, should be restricted to where should the necessary 
and admitted second airport be constructed ? 

Mr. Tuomas. I think both of you gentlemen have raised pertinent 
points. But this record was made 5 or 6 years ago, and perhaps it 
may not be a mistake at this time for this record to clearly state again, 
not only the need, but just how that need is growing and expanding 
every day, and just how great that hazard of a catastrophe 1s. 

On that basis, Mr. Pyle, the floor is yours. 

Mr. Bow. Mr. C ‘hairman, before you turn it over, may T raise this 
one question, or make this suggestion ? 

Mr. Tuomas. Yes, sir. 

Mr. Bow. On page 2 of the statement of the Under Secretary for 
Transportation, Mr. Rothschild, is (a). (b), (c), (d), and (e), the 
reasons for the establishment of the Burke Airport. 

| think we can save some time if these gentlemen in their statements 
would give consideration to (a), (b), (¢), (d), and (e) in comparison 
with other sites that have been suggested, as to how you have reached 
the conclusion that Burke is the place that fits (a), (b). (ec), (d), and 
(e), and in your discussion, refer to Friendship and to other air- 
ports that have been suggested, and give your reasons for coming to 
the conclusions found on page 2 2 of the Under Secretary’s statement. 

That is all I have, Mr. Chairman. 

Mr. THomas. That is a good suggestion. 

All right, Mr. Administrator: go ahead. 


STATEMENT OF ADMINISTRATOR PYLE 


Mr. Pye. Mr. Chairman, I would like to first express my apprecia- 
tion to you for the kind things you said about our people here. I] 
hope you do not feel we have brought too many. My only feeling was 
that the committee was entitled to hear the answers to any and all 
questions you might have, and I do come well equipped with real 
knowledgeable people i in case any question comes up. 


Mr. THomas. Thank you for the courtesy. You did exactly the 
right thing. 

Mr. Pyxe. Mr. Chairman, if I might, I would like to submit a formal 
statement, which I will not take the time to read. 

Mr. Tromas. Insert it in the record at this point. 

(Mr. Pyle’s prepared statement follows :) 


Iam James T. Pyle, Administrator of Civil Aeronautics, and I appreciate the 
opportunity of appearing before you in support of the item in House document 
No. 214, which requests $35 million for constructing a supplementary airport for 
the Washington area. The need for additional airport capacity in this area has 
heen recognized since 1950 when the Slst Congress enacted Public Law 762 au- 
thorizing the construction of supplemental airport facilities. The question of 
how best to satisfy this need has been the subject of extensive studies by both 
the executive and legislative branches. In light of these studies, I am convinced 
that an additional airport at Burke, Va., is the best long-term solution to the 
problem of providing adequate airport facilities for the area. This conclusion is 
supported by the President's request for funds. 

Members of the committee are well acquainted with the problem of providing 
an additional airport for Washington, D. C., as you provided in 1951 a supple- 
mentary appropriation of $1 million to initiate the acquisition of the necessary 
land. The intervening time has brought about an ever-increasing concentration 
of air traffic, and all efforts to date have resulted in conclusions that permanent 
diversion of the traffic excessive to the capacity of Washington National to any 
existing facility is not a practical solution and that no sites are available that 
are more suitable than Burke, Va. 
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The accepted measure of capacity for a single runway airport is 40 instru- 
ment flight rule operations per hour, and while Washington National is handling 
more than this volume, it is with some material inconvenience to the users and 
eonsiderable strain on the air traffic control system. By 1960 the Washington 
area will have requirements for between 74 and 89 operations per typical busy 
hour, and by 1965, this volume will grow to reach between 109 and 130 opera- 
tions. Thus, the Washington area alone has a volume of activity that will reach 
the capacity of Washington National and Friendship combined by 1960, even 
if the excess of Washington air traffic could and would use the Friendship lo- 

cation. It is therefore quite celar that the volume of air traffic activity of 
the Washington and Baltimore areas will exceed the capacity of Washington 
National and Friendship Airports in the near future. While temporary relief is 
obtainable through diversion of air traffic to Friendship, it offers mo permanent 
solution, and the construction of an additional airport for Washington is 
necessary. In other words, considering Baltimore-Washington as one area, the 
construction of a third airport needs to be started immediately if the airport 
facilities required to serve the Nation’s Capital are to be available by 1960. 

The possibility of utilizing other sites has been looked into extensively. It is 
fundamental that any second airport be located west of Washington National. 
This requirement results from the fact that terminal traffic must be integrated 
into the principal pattern of en route air traffic operations that in this area 
moves from north to south. Furthermore, the choice of an airport site is 
influenced by the surface transportation problem of interchanging passengers 
between airports, which now is at a level of about 700,000 a year and should 
reach 1.2 million by 1960. 

Considering all elements, the Burke location is best. This determination 
takes into consideration the traffic pattern for the complex of airports around 
Washington, the impact of constructing an airport in the community, the availa- 
bility of land, the economy in construction, the practical, economic and con- 
venient use of facilities by the traveling public, and the overall efficiency of 
operating two public airports serving the Washington area. 

The project as proposed will ultimately require $48.8 million, of which some 
$35 million would provide a useable facility. Community interests are being 
taken into consideration by clear zones and other features so as to have a 
minimum of noise and a maximum of safety. 

The sharply rising volume of air operations in the National Capital area, 
together with the inadequacy of Washington National Airport to handle classes 
of commercial jet aircraft shortly to be placed in service, makes it most urgent 
that the construction of an additional airport be accomplished at once. 

Mr. Prue. If we could do that, sir, then I would like to talk to a 
few points which I think are well brought out both by Mr. Horan, 
Mr. Flood, and also Mr. Bow. 

Mr. Tuomas. Before you proceed with your statement, may I 
ask you 1 or 2 very brief questions ? 

The CAA has been studying the need for a second airport in 
Washington for how many ye ears? 

Mr. Pytr. To my knowledge, and I could be corrected by perhaps 
Mr. Howell, I believe it is since approximately 1948; would that 
be right ? 

Mr. Howe tt. Yes. 

Mr. Pytz. That is 9 years. 

Mr. Tuomas. Is the selection of this Burke airport site made by 
the regular constituted authorities for the selection and erection of 


airports, by the proper authorities of the Department of Commerce 
and your organization ? 


Mr. Pye. Yes; it has been. 
DEPARTMENT'S EXPERIENCE IN SELECTING SITES FOR AIRPORTS 


Mr. Tuomas. Are you folks greenhorns in the business of selecting 
sites for airports? 
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Mr. Pye. I would not consider us so, Mr. Chairman. 

Mr. THomas. How long have you been in the business of selecting 
airports? We have a lot of laymen that apparently know more 
about the selection than you people do. 

How long have you people been selecting airport sites and build- 
ing airports ? 

Mr. Pye. Mr. Howell, I think you could probably answer that 
question more adequately than I can. 

Mr. Howett. Mr, Chairman, I started in airport work in 1930. 

Mr. Tuomas. No personalities. How long has the agency been 
selecting airports? 

Mr. Howe tt. Since 1926. 

Mr. Tuomas. Since 1926? 

Mr. Howe tt. Yes, sir. That was when the initial Air Commerce 
Act was passed. 

Mr. Tuomas. During that slight interim from 1926 up to now, 
a period of 31 or 32 years, how many airport sites have been selected 
by the CAA ? 

‘Mr. Howreii. The number would run in the thousands. TI have no 
statistics as to that point. 

Mr. Tuomas. On the selection of these sites, has it been the judg- 
ment of the constituted authorities of the CAA to select these sites, 
and did the judgment of the constituted authorities of the CAA judg- 
ment prevail? 

Mr. Howewn. Yes, sir; I think that is a correct statement. 

Mr. Tuomas. Where are these thousands of sites located ? 

Mr. Howexxi. They would be all over the country. 

Mr. Tuomas. What isthe nature of them? Are they all civilian air- 
ports, or military airports, or what kind are they? 

Mr. Howexn. Only civilian, sir. 

Mr. Tuomas. Is there any other agency of Government, other than 
the CAA, that has been engaged or is engaged now in selection of these 
thousands of airport sites 4 

Mr. Howe... Not for civilian airports, sir. 

Mr. Tuomas. That is what we are talking about. 

It is the exclusive duty of the CAA, and the CAA has picked literally 
every civil airport site in the United States that has been chosen in 
the last 25 or 30 years ? 

Mr. Howeui. The majority of them; yes, sir. 

Mr. Tuomas. Is that too strong a statement to say you picked them 
all? 

Mr. Howe tt. In most cases we work in cooperation with the com- 
munity, and endeavor to find the best site for their local needs, viewed 
from a national standpoint, sir. 

Mr. Tuomas. It is on that basis that these airports have been 
selected. 

What seems to be the issue here in the choosing of this airport site 
at Burke? 

Mr. Hower. Perhaps I could best illustrate that by some charts I 
have with me, if I might show those for just a few minutes at this 
time. 

Mr. Tuomas. All right; you may proceeed. 

Mr. Pye. Mr. Chairman, while Mr. Howell is getting his charts 
together, I would point out that, in the administration of the Federal 
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aid to airports program it is our agency and our agency alone that 
is responsible for the selection of the sites. 

Now, of course, we must bear in mind that this is a grant-in-aid 
progr am, and that we lean heavily on the communities and work out 
the problems with them, but nevertheless, we must approve the se- 
lection of the site and the planning. 

Mr. Howey. Mr. Chairman, shortly after the enabling legislation 
was passed in 1950, the serious business of selecting a site “for the sup- 
plemental airport was entered into. Basically the ‘picture at that time 
was that we had Washington National, Bolling, Anacostia, Andrews 
Field, and Friendship under construction at Baltimore. 


SELECTION OF BURKE SITE 


It was simply not feasible to consider Andrews Field because of 
the military’s position that it is needed for its mission here in Wash- 
ington. That forced the supplemental airport to be located west of 
the city of Washington, and five principal areas were studied, those 
being Annandale, Burke, Fairfax, Pender, and Chantilly. 

We arrived at the selection of the Burke site after considering all 
factors of traflic control, accessibility to the principal users of the 
airport, both out-of-town and in-town; in other words, ease of access 
to the principal downtown segment of the hotel population, as well 
as access to the residents of the area, and finally, no small factor, the 
impact on the community. 

It was our desire to develop an airport that could exist in harmony 
with its neighbors, and prove, we believe, to be an asset to the com- 
munity. 

To get into the specifics of the site, this [indicating] is taken from 
a United States Geological Survey quadrangle sheet. In the initial 
concept of the site, our planned land acquisition extended at least 2 
half mile beyond the end of each runway. This was before the Presi- 
dent’s Airport Commission report known as the Doolittle report. 
Following publication of that report, we did increase our concept of 
the site to the areas shown in light shading on this map, in which areas 
we propose to acquire avigation easements, if you want to call them 
that, but some control over the lands so we could control the popula- 
tion density and the use to which that land is put, and to particularly 
inhibit any increase to the population density of that area. 

Our current plans are to buy at least a mile and a half beyond the 
end of each runway, either in fee or through easements, that will give 
us control over the use of the land. 

Mr. Horan. What is the population in that area? 

Mr. Howe tx. Within the site itself, there are 128 parcels of land, 
of which 89 parcels are improved and 39 unimproved. 

Of the 89 parcels that are improved, we have already acquired 58 
31 remain to be acquired. A large part of the property yet to be 
acquired is not improved. 

Mr. TrHomas. He asked you how many people. 

Mr. Howe. It would appear from that, if you assign a figure of 
5 people per household, that we have acquired parcels that would have 
had a population of about 250, and that there are yet to be acquired 
31 parcels, or affecting roughly 150 people on the site. 
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Mr. Tromas. Four hundred people, roughly. 

Mr. Pytr. We have eliminated 250, Mr. Chairman, already. 

Mr. Trromas. Continue. 

Mr. Howe ut. The site is, happily, a wooded site, so that as we con- 
struct it, further community benefits, we believe, will occur from the 
fact that we will leave a stand of timber all around the boundaries of 
the airport which will have a considerable effect in deadening the 
normal airport noise, and the jet ground noise that would be associ- 
ated with the airport. 

An additional point that we have attempted to explain is that these 
marginal areas can also serve as limited recreation facilities for both 
Fairfax County and the National Capital area 

Populationwise, here is a photograph of the site, showing the site 
outline, and current figures on population density which were ob- 
tained from the National Capital Park and Planning Commission. 
These indicate populati ion density as follows: 

In the southwest area, one-tenth person per acre; southeast area, 
four-tenths a. per acre; east of the airport oe the Spring- 
field area, which is about 4 miles east of the airport, 1.3 persons per 
acre: northeast of the airport, two-tenths person per acre; north of 
the airport, four-tenths person per acre; west of the airport, one-tenth 
person per acre; and in the Fairfax area itself, a population density 
of 3 people per acre. 

Compare that, if you will, with this chart showing the Washington 
National Airport, where the Alexandria area runs 15 to 18 persons per 
acre; the Arlington area, 23 to 28 persons per acre; the Georgetown 
area, 224 persons per acre; and Southeast Washington ranging from 
15, 70, up to 207 persons per acre. 

It gives you an idea of the population that will be directly affected 
by the airport. 

In selecting the site, it was impossible, of course, to pick any site in 
the Washington area that would not have some roads closed. Within 
the boundaries of the site, there are three roads that will have to be 
closed, and one that will have to be relocated. This latter is the 
principal highway running south of Fairfax, Route 123, and we 
would propose a relocation ‘of that around the site. Then, to re place 
these roads that must be closed [indicating] we would propose perim- 
eter roads, 

There would be access around the site. The present route to 
Washington from the area west and south of the airport would come 
around the west and north sides of the site, and connect to an access 
road proposed to tie the airport into Washington. 

The matter of roads has been studied rather thoroughly, back in 
1951 and 1952. This is the small map of the area showing Shirley 
Highway and the various routes that were investigated at that time. 
The red route, the northerly route, was one selected and recommended 
by the Fairfax County Planning Commission as being one that would 
best serve Fairfax County through a possible extension of their plan 
for general highways. 

Mr. Tuomas. I wonder if you will revise and extend your remarks 
on those details at this point in the record and now summarize for 
us succintly why you picked this site over and above others. 

Mr. Howetr. We looked at several sites, sir, and the principal ad- 
vantages of this site were its accessibility to Washington. 
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Mr. Tuomas. That is one. 

Mr. Howexxt. And its impact on the community, the immediate 
community. 

Mr. Tuomas. That is two. 

Mr. Yates. What do you mean by “impact on the community”? 

Mr. Howex. Less adverse effect on the people around it. 

Mr. Yares. There is less adverse effect upon this community than 
at the other sites you investigated ? 

Mr. Howe... We feel it would: yes, sir. All that involves several 
factors, like changing land use pattern, changing the character of the 
countryside. 

NEED FOR ADDITIONAL AIRPORT 


Mr. THomas. Mr. Administrator, at this point in the record will 
you briefly state your reasons for an additional airport? In other 
words, we want to know how many planes are taking off and coming 
in, the interval of time at the present National Airport, the hazard 
and danger, the increase in traffic in the last 10 years at that airport, 
and the prospect for increase in the next 5 to 10 years, and the increase 
in hazard. 

TRAFFIC AT NATIONAL AIRPORT 


We want to know something about the danger, if it exists at the 
present airport. Is there any danger out there now in t: aking off and 
landing ? 

Mr. Pyxz. To answer the specific question; no, Mr. Chairman. 
There is no danger that is associated with the operation at Wash- 
ington National Airport. 

Mr. Tuomas. How many planes come in and take off? What is the 
interval of time between them right now ? 

Mr. Pyix. Subject to correction by Mr. Chandler, who is our expert 
in this area, we are running an operation in good weather that gets as 
high as 80 planes in and out, landings and takeoffs, an hour. 

Mr. Tuomas. Eighty an hour? 

Mr. Pyrite. Yes. 

Mr. Tuomas. That is one every three-quarters of a minute. 

Mr. Prue. Yes. 

Mr. Tuomas. And you say there is no danger to that? 

Mr. Pye. No, sir. 

Mr. Tuomas. What constitutes danger in your judgment? 

Mr. Prix. The problem is to maintain efficient separation or ade- 
quate separation. 

Mr. Tuomas, That is one tremendous problem, too, is it not, with 
one plane every three-quarters of a minute? Suppose you have a 
human failure along with your mechanical failure at the same time? 
What will be the result of that? 

Mr. Pye. Our system is so worked that we take into account the 
human failures. I must point out, this gets into technicalities. 

Mr. Tuomas, You can talk for a week and you are not going to 
make any impression on me, if you are saying you have a plane 
landing and taking off out there every 40 seconds and there is no 
danger involved in it. 
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After all, they have got to come down and hit that same runway, 
have they not? They have to go off on the same runway, have they 
not ? 

Mr. Pye. Mr. Chairman, at the risk of interrupting, we are using 
three runways down there, by crisscrossing. We can only handle 
80 operations an hour in good weather and at the point where the 
weather gets diflicult—instrument-type weather, we call it—then 
we have to reduce our operations, This | is the point at which the 
operation slows down and becomes an inconvenience, but I cannot say 
that it is unsafe. 

Mr. Fioop. Let me interrupt you. Danger is not an absolute term 
by any means; if this is going to be a contest in semantics. The record 
of your own organization over a period of years has testified to this 
effect and I think you will agree: In direct ratio to the increase of 
landings and takeoffs at any airport under any circumstances, good 
or bad weather, the hazard of accidents increases, is that not so? 

Mr. Prue. The exposure is greater; that is correct. 

Mr. Fioop, The easeload of landings and takeoffs at National Air- 
port has doubled and tripled over 8 years. 

Mr. Pris. Yes, sir. 

Mr. Froop. It is at least 3 times greater than 8 years ago and you are 
reaching a point of saturation, is that not so? 

Mr. Pyrex. The point I am trying to make 

Mr. Froop. Is that not so? 

Mr. Prue. Yes, sir. 

Mr. Tuomas. My point is simply this: If the danger of a terrible 
catastrophe out there is not very great, I am not interested in helping 
you build a second airport. My interest lies simply in safety. With- 
out knowing the exact figure, I have every day of the week out there 
from 25 to 100 of my people, that I have the honor of ee 
setting down at the airport or taking off for Houston, Tex. I do not 
want any blood spilled on their part because of an airport that is 
overcrowded and overworked, when building of another airport would 
reduce that hazard by 50 or 100 percent. 

Mr. Pyze. The point I am trying to make, Mr. Chairman, is that I 
am in complete agreement with the point you make; namely, that we 
have reached the point of saturation. However, I think you will 
agree that I cannot say that we have an unsafe operation, because my 
responsibility to you, to the Congress, to the passengers and the pilots 
of those air planes— 

Mr. Tuomas. I think it would be better to just lay the chips on the 
table. Certainly, you know it is unsafe; at least, if you are as fine 
and intelligent as I think you are, you are bound to realize it is un- 
safe. And, if it is not unsafe, we would not be in here today trying 
to build another one. Let us talk about dollars and cents. 

Mr. Rooney. Before we leave this subject, Mr. Chairman, and I 
hesitate to interrupt, I would like one thing cleared up: In regard to 
the 80 takeoffs and landings an hour, do you include takeoffs from 
Anacostia and Bolling? 

Mr. Pye. No,sir. This is Washington itself. 

Mr. Rooney. At Anacostia and Bolling, are landings still controlled 
by the tower at Washington ? 
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Mr. Pyrex. It is a closely coordinated operation. 

Mr. Rooney. Add in the takeoffs and landings from Anacostia and 
Bolling. How many have you got? 

Mr. Cuanpter. There are several sets of figures that might clarify 
this. You were right when you said approximately 80. Eighty-eight 
is our peak of tr: aflic in W: ashington National only; 1 every 40 seconds. 
This is a condition when everything i is going exactly right. 

Mr. Roonry. I am asking you to yadd- Bolling and Anacostia. 

Mr. Cuanpter. The pe mak traffic, including Bolling and Anacostia, 
under instrument-flight operations, was 82. We consider Bolling, 
Anacostia, and Washington as 1 airport under ees fliglit rule 
conditions, because all approaches are conducted under 1 approach 
path. 

Mr. Rooney. So the 3 airports are, in effect, as far as a layman 
would be concerned, operated as 1. 

Mr. Cuanpter. That is correct. 

Mr. Rooney. In running 3 airports as 1; to wit, Washington Na- 
tional, Bolling, and Anac ostia, what is the total number in an aver age 
day ? 

Mr. Cuanpier. We do not have that figure, sir, because those rec- 
ords are kept by Anacostia and Bolling. We can get them. We have 
a peak- day total operation in W ashington only of 1,054. 

Mr. Pytx. We will insert them for the record, Mr. Chairman. 

(The information to be furnished follows :) 


INSTRUMENT FLIGHT OPERATIONS IN AN AVERAGE Day AT WASHINGTON NATIONAL, 
BOLLING, AND ANACOSTIA 


For the 1-year period from July 1, 1956, through June 30, 1957, instrument 
flight rule operations at Washington National Airport averaged 417 per day. 
This figure includes an average of 25 instrument operations daily at Anacostia 
Naval Air Station and 30 at Bolling Air Force Base, both of which are served by 
the Washington National Airport approach-control facility during instrument 
weather. The peak day involved handling 1,054 instrument flight rule operations. 

Mr. Roonry. I am fairly familiar with this Burke matter, Mr. 
Chairman. I lost this on March 12, 1952, on the floor of the House. 

Mr. Pyte. We appreciate your help, Mr. Rooney. 


ITEMS INCLUDED IN PRESENT REQUEST FOR FUNDS 


Mr. Tuomas. You want $35 million. You want $2,445,850 to com- 
plete the purchase of 5,443 acres of ground ; $2,550,000 for engineering 
and supervision ; for airport design contracts you want $1, 162,000 ; 
for direct engineering and administrative expense you want $1,502,850, 
You are going to supervise this work yourself, and do it by competitive 
bid? 

Mr. Pytx. Mr. Chairman, I wish Mr. Howell would respond to your 
question, sir. 

Mr. Howey. Our plan is to employ consulting engineers to do the 
planning and supervision and construction. 

Mr. Tuomas. You want $30,004,150 for actual construction work. 
The total job will cost in the neighborhood of $48 million to $50 million 
before you get through with it. Can you start your operation success- 
fully on about $8 million this year instead of $35 million? 

Mr. Pyte. Mr. Chairman, I would like Mr. Howell to answer this 
question as to the details. I do not know how you would wish me 
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to handle it. You did mention the fact that we ought to get into some 
of the figures of the operation. 

I think there are a great many factors that come into this. I would 
like to speak to them, but I will be responsive to your wishes in this 
matter. 

Mr. Tuomas. I am just trying to build a record. We will go into 
details later. 

Mr. Pyix. The point, I think, most important for all of us to con- 
sider is we must get started and get the ground broken. 

Mr. Tomas. Can you get started on $8 million, $9 million, $7.5 
million, or what ? 

Mr. Pyte. Mr. Howell, could you answer the chairman’s question, 
please ¢ 

Mr. Hower. I think these exhibits will give them the information 
they want. 

Our estimate is that for 1958 our cash requirements would be 
$5,666,000, provided we had authority of $32,922,000 to enter into 
contracts. 

Mr. THomas. Suppose you do not have that authority? Then what 
happens? 

You think up the answer to that. Mr. Rooney 


COST OF ADDITIONAL AIRPORT 


Mr. Rooney. What was the proposed cost of this additional airport 
at the time request was made for funds in March 1952? 

Mr. Hower. If I may answer that, in 1952, when the request was 
made for funds, the estimated cost of the then conceived initial devel- 
opment was $14 million. 

Mr. Rooney. At that time the Congress was given a program which 
called for, you say, $14 million. 

How does it now get to $35 million ? 

Mr. Howrxt. This comes about from two reasons: One, that time 
has marched on, and the other is that the type of aircraft we are 
using calls for greater initial development—to serve the present type 
and volume of aircraft. 

Mr. Rooney. Is there any more land acquisition now proposed ir 
connection with this airport than there was 5 years ago? 

Mr. Howeit. Only in those protected areas that I have pointed out, 
which we have added since the publication of the President’s Airport 
Commission report. 

Mr. Rooney. How many additional acres? 

Mr. Howerrt. Approximately 1,900. 

Mr. Rooney. At a cost of how much ? 

Mr. Howen.. $780,000. 

Mr. Roonry. Where does the big buildup from $14 million to $35 
million take place? 

Mr. Howeii. The $15 million covered an east-west runway and a 
single north-south runway, a very small unit of the terminal building 
that would permit operations to be inaugurated out there for the esti- 
mated traffic of 1954-55. 

Based on our 1960 estimates and the type of aircraft that will now 
use the airport, greater development is necessary to accommodate the 
type of aircraft and the volume that we anticipate in 1960. 
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Mr. Roonry. How long will your runways be? 
Mr. Howeuu. The runways would be from 8,500 to 10,000 feet long 
based on the final requirements for jet aircraft. 


REPORT OF NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


Mr. Roonry. Have you consulted with the National Capital Park 
and Planning Commission with regard to this proposal ¢ 

Mr. Howeti. Y es, Sir; as required in the initial law. 

Mr. Rooney. Has the Commission submitted a report ? 

Mr. Howe... Yes, sir. 

Mr. Roonry. Do you have it here? 

Mr. Howe tt. Yes, sir. 

Mr. Rooney. Is it now in the record ? 

Mr. Howe tt. I don’t believe so. 

Mr. Roonry. What is the gist of the report of the National Capital 
Park and Planning Commission ? 

Mr. Howett. The gist of the August 4, 1951, report is that they 
went over our pr oposal and site studies and concurred that the Burke 
site is an acceptable site and will fit in with their plans. 

Mr. Roonry. Will you please insert a copy of that report at this 
point in the record ? 

Mr. Howe tu. Yes, sir. 

(The report referred to follows :) 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION, 
Washington, D. C., August 6, 1951. 
Subject: Report and recommendations on proposed airport in vicinity of Burke, 

Fairfax County, Va 
Hon. CHARLES SAWYER, 

Secretary of Commerce, 
Washington, D. C. 

My Deasr Mr. SECRETARY: Further reference is made to your letter of June 14, 
1951, requesting a report and recommendations from this Commission with 
regard to your decision to locate a public airport in the vicinity of Burke, Fairfax 
County, Va. In response to our letter of June 22, you stated it would be satisfac- 
tory to postpone our recommendations until our August 2-38 meeting. Accord- 
ingly, the matter was taken up at that meeting and the Commission now reports 
as follows: 

In your letter of June 14, you advised the Commission that, in accordance with 

the authorized legislation, the Civil Aeronautics Administration had made exten- 
sive surveys and studies for the best location for a supplemental airport for 
Washington, D. C., and had coneluded that Fairfax County, Va., offered the 
best location; that detailed studies had been made of 6 sites within that county, 
and after the evaluation of the relative merits of the sites involved and on the 
basis of this evaluation, the CAA had recommended the selection of a site 
located in the magisterial district of Lee, generally south of the Southern Rail- 
way and east of State Highway 123, south and west of the community of Burke. 
You further advised the Commission that you had accepted this recommendation 
after consultation with the governing body of Fairfax County, the Board of 
Supervisors, in conformity with requirements of the law. You further stated 
that it was your desire, before making a commitment for the acquisition of the 
land, to consult and advise with the National Capital Park and Planning Com- 
mission in accordance with the following proviso in section 2: 
“Provided, That before making commitments for the acquisition of land, or the 
transfer of any lands, the Secretary shall consult and advise with the National 
Capital Park and Planning Commission as to the conformity of the proposed 
location with the Commission’s comprehensive plan for the National Capital and 
its environs, and said Commission shall, upon request, submit a report and 
recommendations thereon within thirty days: * * *” 
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In preparation for this report, the Commission has consulted on several occa- 
sions with representatives of the Fairfax County Planning Commission and the 
Civil Aeronautics Administration, both of which groups joined in an inspection 
trip on the ground and from the air. We are indebted in particular to the CAA 
for arranging the airplane inspection, which was most illuminating and helpful. 

The Commission is fully cognizant of the long and patient study given to the 
problem of finding an adequate site for a supplemental airport for Washington, 
D.C. Under these circumstances, it believes that it should accept without review 
that part of the conclusions of the CAA which affirms that the Burke location 
best meets all of the technical and operational requirements for the type and size 
airport proposed. Considerations of air navigation in the Washington area are 
known to be exceedingly complex, and it would be presumptuous of this Commis. 
sion to question the competence or thoroughness of studies that have taken the 
CAA several years to complete. This report, therefore, is restricted to consider- 
ing the designated location of the airport and the probable impact of that location 
upon the surrounding areas from a general regional planning point of view. 

The Commission has recently published six monographs on its comprehensive 
plan for the National Capital and environs. In that report brief reference was 
made to the problem of finding a proper location for a supplemental airport to 
Washington National Airport and favorable reference made to Several sites 
then under consideration in Fairfax County, Va. However, because studies 
had not then been completed nor specific recommendations made by the CAA, 
no location was shown on the published plan. This was in accordance with 
the Commission’s established policy of not publishing plans or proposals for 
the environs which have not had the benefit of review by the local planning 
agencies concerned. 

Thus, while the Burke location did not appear upon the Commission’s plan, it 
relates most favorably to several proposals that have been generally accepted, 
and not unfavorably, in the Commission’s opinion, to any factor of broad regional 
importance. ‘The lack of adverse factors is largely due to the undeveloped 
character of the Burke locale and the understandable absence of any long-range 
plans by the local authorities, particularly as to future land use, that the Com- 
iInission could have incorporated in its limited proposals for the Virginia environs. 

The Burke site lies well beyond the existing urban area in a sector which has 
as yet shown no marked tendency to change from the rural and wooded character 
which has heretofore prevailed. Its present zoning is agricultural. It is as 
close-in to downtown Washington and the Washington National Airport in point 
of potential travel time and yet as far out in distance from the fringe of existing 
development as any other site studied by CAA which meets that agency’s tech- 
nical requirements. 

The pros and cous of the Burke location have been discussed thoroughly with 
representatives of the Fairfax County Planning Commission, who have repeat- 
edly emphasized that the county authorities do not wish to have the airport 
located anywhere in the county. In view of this fact, they are not prepared to 
express any preference for any of the 6 locations studied by the CAA and do not 
offer any other alternate location which they would find more acceptable. 

The hearings on the authorizing legislation outline the compelling reasons not 
only for having a supplemental airport to Washington National Airport, but for 
having it at a reasonable time distance from central Washington and from the 
existing airport. Furthermore, a comprehensive report published in 1949 by the 
division of aeronautics of the State Corporation Commisison of Virginia, entitled 
“Aviation in Virginia,’ not only comes to the same conclusion as to the “critical 
need for a second major arport” for the Washington area but also recommended, 
among other things, that the Commonwealth of Virginia, in conjunction with the 
city of Alexandria, Fairfax County, and Arlington, pursue the necessary means 
to expedite condemnation and purchase of land for the development of such a 
major airport. No specific location was proposed, nor did the Virginia General 
Assembly take action on the recommendations in the report. We understand, 
however, that the Legislative Advisory Council of the General Assembly is study- 
ing the matter and will shortly submit a report. 

Under these circumstances, it would seem that to deny completely any location 
in Fairfax County would be tantamount to prohibiting the National Capital from 
having anywhere within reasonable time distance the major airport which its 
commercial and governmental needs so obviously require. Since the technical 
requirements narrow the choice to Fairfax County, it is fortunate indeed that 
the Burke locale, which meets these requirements, is in a portion of the county 
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that should be able to adjust itself to the new factors for development which the 
airport will bring about. 

The county authorities have expressed great concern at the prospect of losing 
taxable values not only by reason of the airport acquisition itself, but also by 
potential depreciation of nearby property which would be adversely affected by 
air operations. Loss of potential future values is also anticipated. At the 
suggestion of the Commission, the Civil Aeronautics Administration has made 
available to the county planning authorities a great deal of information on the 
effect of airports on adjacent land values elsewhere in the country, but the county 
authorities have not completed their analysis of this material nor published a 
report. 

The Commission believes that there will be favorable factors which will more 
than offset the unfavorable. The land area removed from tax rolls is a fraction 
of 1 percent of the total taxable value of the county and obviously a negligible 
present factor. The surrounding territory is wooded or used for agriculture 
and would not be depreciated, by and large, for this purpose. On the other hand, 
the establishment of what amounts to a basic industry in a section of the county 
without any basic industries, should be the stimulus to substantial residential 
and commercial development in nearby and other parts of the county, if not 
immediately adjacent to the airport. 

In this connection, the CAA estimates that ultimately 6,000 persons will be 
employed at the airport either directly in airline operations or in related activi- 
ties which might well be located on the airport site. Preliminary analysis of the 
payrolls at Washington Airport shows that the earnings of more than one-half of 
its employees are in the middle income bracket, making such employment a very 
desirable basic industry for any locality. If ratios prevailing throughout the 
Washington area are applied to the potential airport employment, the airport 
may, when fully developed, be the basic economic support for a population of 
from 30,000 to 40,000 people. 

The development of the proposed satellite town of Springfield, which the Com- 
mission considers a healthy trend in the Washington area, should be greatly 
benefited and accelerated by the Burke airport. It needs a major industry 
nearby so that all its wage earners will not have to use the Shirley Highway to 
reach employment in central Washington. It is favorably situated to house a 
substantial proportion of the airport employment. 

The foregoing statement of circumstances or facts which the Commission has 
considered has led it to the conclusion that not only does the Burke airport loca- 
tion conform with the Commission’s comprehensive plan for the National Capital 
and its environs, but it has the possibility of being the nucleus around which the 
authorities can develop a harmonius general plan. We feel sure that the county 
authorities will be alert to the opportunity to capitalize on the very substantial 
benefits which can be secured by adapting their plans to this new enterprise. 

There is attached a list of specific recommendations which the Commission 
desires to call to your attention. We will be very glad to cooperate with the 
Civil Aeronautics Administration and other governmental agencies in working 
out the details of these suggestions or in developing any further matters of 
general interest to the planning authorities. 

Sincerely yours, 

A. E. DEMARAY, Acting Chairman, 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


SPECIFIC RECOM MENDATIONS ACCOMPANYING REPORT AND RECOM MENDATIONS TO SECRE- 
TARY OF COMMERCE ON PROPOSED AIRPORT IN VICINITY OF BURKE, FAIRFAX COUNTY, 
VA. 

Avueust 6, 1951. 
The National Capital Park and Planning Commission makes the following spe- 
cific recommendations relative to the proposed establishment of a public airport 
in the vicinity of Burke, Fairfax County, Va., in order to encourage conformity 
with the comprehensive plan and sound planning principles: 

1. Access road location 
The access road should not be located, as proposed by the Civil Aeronautics 

Administration, south of the Southern Railway, absorbing valuable industrial 


sites in the town of Springfield, or cutting off convenient access thereto. These 
sites will be needed to develop a sound economy for this proposed community of 
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40,000 inhabitants by providing desirable basic local employment. Neither should 
the airport limited-access road go through any portion of the town. Instead, the 
Commission suggests a location north of the railroad, utilizing the present Edsall 
interchange on the Shirley Highway, which will avoid creating an undesirable 
new interchange too close to those already existing. Such a location could eventu 
ally be a link with the Monticello Freeway and tie in with the proposed westerly 
bypass, both of which are shown on the Commission’s comprehensive plan. Fur- 
thermore, use of the Edsall interchange will also permit extension of the access 
road at a later date to a connection with Little River Road without the use of 
the Shirley Highway, which eventually will be overburdened at points between 
Edsall and Washington. The Little River Road, recently made a dual highway, 
will accommodate traffic to and from Alexandria and, with other improvements 
contemplated in connection with the Alexandria bridge, may well become the 
traffic route between the Burke airport and the Washington National Airport. 


Acquisition of Burke school 


The boundaries of the airport should be rounded out to include the Burke 
school, in accordance with the recommendation of the Fairfax County School 
Board. 

3. Road relocations 


Agreement should be reached early with State and county authorities regarding 
the relocation of State and county routes intercepted by the airport taking. It 
seems essential to ease new alinements for certain important routes around cor- 
ners of the airport boundary, which may need some adjustment because of this 
fact. 

4. New land-use plan 

A new land-use and zoning plan for a wide territory surrounding the airport 
should be made and adopted by the county authorities at the earliest possible date. 
A sound plan will help to guide development constructively and economically for 
the benefit of the county as well as the developers and for protection of the airport 
against possible adverse factors. The Commission will be glad to assist in the 
development of this plan if requested by county authorities. 

5. Utilities 

The airport installation will require water supply and sewage disposal facili- 
ties which, in the opinion of the Commission, should be planned coordinately with 
the. county authorities, not only because there may be economies for both inter- 
ests in general planning, but because it may be possible in this manner to capitalize 
on the extension of existing facilities, which will induce local development of 
value to personnel employed at the airport. Similar principles apply to other 
utilities. 

Mr. Rooney. Have you also consulted with the governing body of 
Fairfax County, Va.? 

Mr. Howe.t. We did, sir, prior to the selection of the site, 

Mr. Rooney. That is also required by law? 

Mr. Howe.u. Yes, sir. 

Mr. Roonry. Have any agreements been entered into with the State 
of Virginia or Fairfax County ? 

Mr. Howe. No, sir. 


FRIENDSHIP AIRPORT 


Mr. Roonry. What do you have to say with regard to the Friend- 
ship Airport at Baltimore as an alternative site for the Washington 
additional airport ? 

Mr. Pyte. Mr. Chairman, if I could, I would-like to answer this 
question that Mr. Rooney has put to us about the Friendship Airport. 

In my opinion, this fr: ankly is the crux of the problem, because I 
would be the last to come in and ask for money if I thought this was 
the solution. We can go into the details of this problem at great 
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length, however, I do not think it would be appropriate to take that 
much time. 

Basically, in terms of operations, we have to consider our planning 
on the basis of 40 instrument operations, an hour, out of Washington 
National, This is getting back to the thing we have discussed earlier. 

Based on the requirements that we need to meet the demands of 

raffic at Washington, we anticipate we will have to have a capacity 
to handle somewhere between 74 and 89 operations an hour here in 
Washington. 

Obviously, Washington National cannot meet this. I am speaking 
now of an operation based on an average day—this is what we have 
to plan on. We have been able, and I am the first to admit it, to 
handle more than 40 planes an hour when everything works smoothly : : 
radio working smoothly and so forth, but for planning we must use 
approximately 40 operations an hour. 

If you are going to have to have approximately 80 operations an 
hour, just Washington traffic alone, it 1s going to saturate both Wash- 
ington National and Friendship, without taking into account any of 
the traffic that is generated in Friendship, and let it be clearly under- 
stood that Friendship is a very good airport, and we are the first 
to say just that. It 1s a good airport, but we must be realistic and 
try to plan for the needs of the Capital. 

My position is and always has been that we must have 3 airports to 
handle the needs in 1960 of the 2 communities, Baltimore and Wash- 
ington. 

This isa summary. We can go into the details of it, but this is in 
essence our position. 

Mr. Rooney. Will you please insert at this point in the record the 
details with regard to Friendship Airport, insofar as extent of traffic 
is concerned ? 

Mr. Pyrtz. Could I ask, so that we are responsive to your request, 
Mr. Rooney, are you speaking in terms of air-carrier operations, mili- 
tary operations, general, et cetera ? 

Mr. Rooney. I would expect all of them. 

Mr. Pytr. We will insert and prepare for the record a memorandum 
on this point. I think if you do not mind, I would prefer that it 
be done this way rather than discussing it. I have some figures 
here, but I believe a memorandum for the record would be more satis- 
factory. 

(The information to be furnished follows :) 


Aircraft movements—Friendship Airport, 1956 


I i i et Se as 39, 945 
DIDI FI gi ee Daca oaebeesec 28, 184 
Generaivavieltion itinerant... o 3... ee ee . 19, 529 
IN I spss nackte cence mag es ee ee tS Sie 
General aviation local_________- el ads ould eel UES ss ae Sie) ee 

UNE thcheh cate bs als cael Ae i eae es a es mit ee 


Note.—These figures obtained from the publication, “Federal Airways Air Traffic 
Activity—Calendar Year 1956.”’ 

Mr. Rooney. You have stated that Friendship is a fine airport, and 
I agree with you. That leads me to ask this question: How much 
money has the Federal Government invested in Friendship Airport ? 
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Mr. Pytx. Mr. Howell, I wish you would answer that, please, be- 
cause we have the accurate figures, Mr. Rooney. 

Do you have a photograph of Friendship here, too? I think 
would be helpful if the committee saw that. 

Mr. Hower... To date, there have been under the Federal-aid air- 
port program, $3,041,810 made available to the city of Baltimore. 

Mr. Roonsy. How much, if anything, has the State of Maryland 
invested in that airport ? 

Mr. Hower. | am not aware that there is any State investment. 

Mr. Roonry. The city of Baltimore? 

Mr. Howe.i. Approximately $15 million is my understanding. 


ANDREWS AIR FORCE BASE 


Mr. Rooney. With regard to Andrews Air Force Base, is that 
definitely out of the picture as the result of the position taken by the 
Air Force, or the Defense Department ? 

Mr. Pyxe. Mr. Rooney, this is the point that I wanted to come to. 
This is a very important point. As you may remember, the Depart- 
ment of Commerce, or Mr. Weeks, specifically, stated that Andrews 
geographically was the best solution. However, the Department of 
Defense has stated categorically that they must have this to meet their 
Washington area requirements. 

Now, there are several factors that come into this, and I have to 
agree with them, quite frankly. First, they have a large operation at 
Andrews itself. Secondly, all the proficiency flying, and frankly we 
have encouraged this, has been moved out of ‘Bolling and taken out to 
Andrews, to relieve the pressure in the Washington area. 

This is a cooperative effort that we are all in favor of. Thirdly, the 
Navy is considering, as you probably know, the construction of an- 
other airport at Dav idsonville, Md. 

Mr. Roonry. That is way down near Annapolis? 

Mr. Pyue. Yes, sir; it is to meet the Annapolis requirement. This 
poses some very, very serious airspace problems. It is my strong 
feeling that the best solution to this problem, if the Navy needs an 
airport—and I think it does—that they get together with the Air 
Force and go to Andrews Field. This becomes a military complex 
over there. We can handle it, traffic controlwise, without hurting the 
general pattern. 

I think for these reasons, Andrews must be eliminated from the 
picture. 


CHANTILLY LOCATION 


Mr. Rooney. With regard to Chantilly—— 

Mr. Pyie. Chantilly is a good site. There is no question about it, 
Mr. Rooney. The biggest problem, however, that we are presented 
with in Chantilly, and we have some specific figures—I will submit 
them, subject to correction, for the record—the biggest problem with 
respect to Chantilly is its distance from the city of Washington, 
some 2814 miles. 

Mr. Roonry. That compares with how many miles to Burke? 

Mr. Howe. 1814 to 19. 

Mr. Pye. It is about 10 miles farther. It also is over a more 
heavily traveled highway, Route 50 as compared to Shirley Highway. 
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I do not want to make a false impression. I think both highways 
are equally heavily traveled, but Route 50 has, I think, 21 traffic 
lights between Fort Myer and where it becomes a limited-access high- 
way, so that during rush-hour particularly, it is slow-moving tr: affic 
as against the Shirley Highway. 


TRAVEL TIME BETWEEN AIRPORTS AND WASHINGTON 


Mr. Roonry. What is the present estimate of the travel time from 
Burke to the Statler Hotel here in Washington ? 

Mr. Pyxe. Have you got those figures, Mr. Howell ? 

Mr. Howetu. Yes, sir. 

The figures I have are based on the proposed access-road connection 
between Shirley Highway and the airport, which is provided for in the 
estimate: 2914 minutes off-peak time; 3614 minutes peak-hour time. 

Mr. Rooney. How does that compare w ith, let us first take Friend- 
ship ¢ 

Mr. Howe ut. Friendship driving tests show the off-peak time about 
4714 minutes; peak period about 541% minutes. 

Mr. Rooney. In other words, if I were to take a flight from New 
York to Washington to arrive here at the Capitol, it would take me as 
long in an automobile to get from Friendship Airport to the Capitol 
as it would to fly all the way from New York to Washington. Is 
that a fair statement ? 

Mr. Pye. That isa fair statement. 

Mr. Roonry. How much has been spent to date on the Burke site? 

Mr. Harper. A little over $1 million, sir. 

Mr. Rooney. Do you have the exact figure ? 

Mr. THomas. $1,058,000; is it not? 

Mr. Howe tu. $1,056,803. 


LAND ACQUISITION AT BURKE 


Mr. Roonry. How many parcels does the Government now hold 
title to? 

Mr. Howe. The Government holds title to 62 parcels, with approx- 
imately 1,052 acres. This is the summary, if you would like to insert 
it, Mr. Rooney. 

Mr. Roonry. It might be well if we inserted at this point in the 
record this statement with regard to land acquisition at the Burke 
location. I offer this statement at this point in the record, Mr. Chair- 
man. 

Mr. Tuomas. Without objection, it will be inserted. 
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Land acquisition, Burke, Va. 


INITIAL ACQUISITION 


PCC as ovoid cititeirmn has catered etn es esate ag er eee 62 
Acres_ sn sie na nh see ims vs en i iin ia cia gel ta aad nts ip 1, 052 
P arcels. improved ats iss sh cepsacpocabai paella ana A ey ee os Le ee Soe 58 
Parcels wHteprovegs «ook kde nc nenntaeene eee + 

DINGERMG DARCEL (GC ON icici isd ines acer anda eas 17 


Appraisal : 
Lang (28 percent ) cnn nnsnne 
Improvements (72 percent) 











WORE Lk Abs 8g DIU tS eee hs ee ee ed eee 807, 500 
Actual cost (12 percent more than appraisal) Sickie ii Sia aad ee ae es 907, 151 
TO BE ACQUIRED (BASED ON INITIAL LAYOUT) 

POCOlS 65. i. See i twee bee ee ee ee ees 66 
Acres (not including severance of approximately 668 acres) —~._----------- 3,173 
WORE TINO ail secs dich cats cba aia iia aaa ial See 31 
POPCOR, WON OVOU accents cage cena wn cuir nda iene eee 35 
AVGRIGS HORCE (CIOS). ano a hen aa 48 
Appraisal : 
Me cnc htc 30 Gs etc tae ote Aneel anette edasieen eae $397, 320 
REO ORION 8 as cc ith win dso mi ics gata ieee oe 252, 150 
TI ic cision ib ch cat dccitin Wik sce ds ahaa sag a rg oe a cet 649, 470 
CUPRA CORIO COE sc ccttciesaciedeidlascaeeai cecld hes acres mene diatiedioaeeae ae 1, 185, 850 
TOTAL 
NI is aes dco se geenigg reaped aden ied asatches deal teen taeda ee 128 
Acres ab-aigien te oo ig ivnedieel a ielniaaen cones bo niljesteleeaaesiodedesaaaeenr einen inte wi neal eaaand aida iehdcidaeda eae 4, 225 
Parcels improved Be aac Sle circa Shs tie th pecan asta Sorteoal a en aeptatncp etehtalgis be adie aca eae 89 
PEPCCIS UEURDCOT OG a oii ee cciicremnimbbee BULGE ee a 39 
AVOPRSE DATOS! CORTON ILL, oc Lewsbtcincct sets less tt bedeestt obec 33 
Current estimated cost: 
RERUNS SCI sep ca a i i eee Pps 
Teeeemate, tO DS SCWire 6. oe a SS ee ee 1, 185, 850 
Subtotal__ eh alll i ly a a he a a et 2 093, 001 
Road right-of-way: Estimated 320 acres, at $1,500_ ais ee 480, 000 
Land interests, approach areas: estimated 1,950 acres sat $400 Hicapiieaane rcs 780, 000 
SEE UOR ass vesdigbis iutidinnes eal Secs eee ae eet andenbheiLs 3. 353. 001 


Mr. Rooney. What, if anything, has transpired since 1952 when 
title to a certain number of parcels at Burke was taken in the name 
of the Government? Has any of that property been disposed of since, 


or does the Federal Government still hold title to all the properties it 
had in March 1952? 
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Mr. Harrer. They still hold title to the property. 

Mr. Rooney. In the past 5 years, to sum it up, the Government and 
CAA has let everything stand in status quo out at Burke insofar as 
land acquisition is concerned. 

Is that a correct statement ? 

Mr. Harrer. That is correct, sir. 

Mr. Rooney. That is all Mr, Chairman. 

Mr. Tuomas. Mr. Yates? 


DENSITY OF TRAFFIC 


Mr. Yates. What happens when you construct this new airport? 
Will you not be in the same position with respect to the density of 
traffic in a relatively short period of time that you are now? 

Mr. Pyte. Mr. Yates, the answer to this is that we are planning, as 
far as we can, for the future. In 1965 our estimates state that we will 
require approximately 109 to 180 operations in and out of the Wash- 
ington area to take care of the traffic, and if you wish, Mr. Chairman, 
we could go into how we achieve this more technically. 

{ would like Mr. Chandler, our air traffic contro] man, to handle 
this, if you would like a few explanations. Thus, we have the capacity, 
with Burke, as we plan it, to handle that number of operations with 
the two airports. 

Mr. Yates. What is your requirement for additional traffic now ? 
Do you have a requirement for additional traffic at the present time 
into the Washington Airport? Is Washington Airport bulging at 
the seams? 

I remember when your predecessor was before us he mentioned that 
you were increasing the number of trips by 15 percent through putting 
curves in the runways, and so the companies were permitted to put a 
few more trips into the airport. 

Is there a need for additional traffic into the Washington airport at 
the present time ? 

Mr. Pytr. It is my opinion that there is very definitely a need, Mr. 
Yates. 

Mr. Yates. You spoke a few moments ago about your estimates for 
1965. Do you have a more concrete estimate as to what is happening 
at the present time? Is there a need for additional traffic movements 
into Washington at the present time? 

Mr. Pye. This is a matter the carriers actually have to answer, 
the point being that we get into the question of safety again. 

The problem we are presented with here at W ashington right now 
is the fact that we do not have the capacity to accommodate what I 
think the carriers would like to have in here. We frequently have no 
alternative but to delay presently scheduled trips in order that the 
thing continue to be safe. This is the problem we are up against. 

Do you have some figures as to our present traffic to answer Mr. 
Yates’ question ? 

Mr. Cuanpter. Yes; I believe I do. 

Today, the average, total daily operations—this is covering a pe- 
riod of 1 year—avel raged 900 operations at Washington National Air- 
port. This is taken over a yearly period. That is about 37 an hour. 
This is a landing or té aed operation, every 1 minute and 36 seconds. 
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Mr. Pyxe. Bear in mind, Mr. Yates, that this is an avyeragé figtire, 
when he speaks of an average of 37 an hour. That is 37 an hour for a 
24-hour period, but as you “and I well know, the passenger wants to 
leave after the business day, or after your work is done at 5:30. 

I am sure you have many times had to sit on the runway in a line of 
10 or 12 airplanes. This is the kind of problem we are getting into in 
Washington. 

Mr. Yares. You have 900 trips coming in. Have applications been 
filed by the carriers for additional trips? 

Mr. Pyxe. This is a matter that comes before the CAB. 

Mr. Yares. Does it not come before you too? CAB cannot approve 
them without your approving the safety features. 

Mr. Pyxe. ‘They can approve schedules into the airport and it is up 
to us to accommodate the schedules. We have been working closely 
with the CAB on this. 

Mr. Yares. Despite the fact you might consider an additional 
amount of traflic unsafe, nevertheless the CAB has the power to re- 
quire the airport to accept these trips / 

Mr. Pye. Again we come back to this question of safety. I think 
our only way to handle this problem is to just delay them. The car- 
riers are realistic. They realize that they cannot put additional 
schedules in if our facilities cannot handle them. 

We face the same problem in Chicago. I know that you are fa- 
miliar with that, Mr. Yates. We are working both with the city and 
CAB on that problem. There is the same problem at LaGuardia. 
The point is, when we get too many schedules in in any one period 
something has to give. “We force them to give by holding them off 
the runways, either m the air or on the ground. 

Mr. Yarrs. Is Washington oversaturated now ? 

Mr. Fioop. Sure. 

Mr. Yares. I would like to have his opinion. 

Mr. Pye. | think the answer is perhaps beyond my particular re- 
sponsibility in the Government. 

Mr. Yares. | am talking from the safety viewpoint which is your 
responsibility. 

Mr. Pytr. From the safety viewpoint, if it gets oversaturated in 
any period, we just delay the operation. 

From the standpoint of convenience to the public, certainly it is 
oversaturated because I am sure we could give better service by hay- 
ing two airports. That is why we are up here. We have to have 
them to reduce the load. From the standpoint of safety, and this is 
what I have to harp on, we are not going to permit it to get unsafe 
and we will just delay them. 

Mr. Yates. Would the public get better service if some of the flights 
were removed that are presently being flown into the port? 

Mr. Prue. Yes. 

Mr. Yares. The public would get better service ? 

Mr. Pye. Yes, unquestionably. , 

Just this morning I took a group out on a flight in one of our 
planes and we had to wait 12 minutes at the end of the runway just 
to get out and take off. That is the problem we are up against. But 
we maintain safety at the risk of inconvenience and being unable to 
meet the needs of the traveling public and other users of the airport. 
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_ Mr. Yates. How dangerous is it having so many flights held up in 
instrument weather, stacked up in circles? A few weeks ago when I 
flew into Chicago I was told that there were 45 planes flying over 
Chicago at one time. I hated to be in the air at that particular time. 
Is that a safe condition—to have that many planes circling the city 
at one time? 

Mr. Pyrr, Mr. Yates, yes, it is safe. But it is most inconvenient, as 
you were inconvenienced by having to wait. 

_Mr. Yates. I am worried a little about inconvenience, but I am wor- 
ried much more about the possibility of crackups in the air. 

Mr. Pytz. They are all being separated by our people, monitored 
by radar, and in many cases handled by radar so every provision is 
made to insure safety. It is our responsibility to do that. 

Mr. Yates. I am a little disturbed about the relationship you have 
with the CAB. No matter how many flights there are you have to put 
them into an airport ? 

Mr. Pyrr. There are two factors involved. We do work with the 
CAB on this point. This is a point that heretofore has not been cov- 
ered as adequately as it should have been. You are quite correct in 
voicing your concern on this point. Secondly, they cannot order us 
to put a flight in in this respect. If we cannot accommodate that flight 
safely, it does not get in. We have complete jurisdiction over the air- 
port. What happens is that flight may get in 6 hours late, or 4 hours 
late, or whatever it may be. 

Mr. Yarers. I assumed there there may be some pressure by a carrier 
to be permitted to put the flight in. 

Mr. Pyte. The requests are of no avail. If it is not safe, they will 
not go in. In the New York area, to cite a specific example, the Air 
Transport Committee has a schedule committee which works this out 
among the carriers cooperatively in the interest of getting better 
service for their passengers. 

Mr. Yates. Are there any such things as standards for distribution 
of traffic as to when you have reached a saturation point at a particular 
airport? Must there be a particular time lag between landing and 
the taking off of planes? 

Mr. Pyte. At the risk of stating what I am sure Mr. Chandler can 
state better, the criterion is simply this: no two airplanes can be on the 
runway at the same time, either taking off or landing. That is an 
oversimplification. The reason that we can handle more than the 
theoretical 40 operations an hour, which we feel is a planning factor 
for airports, is simply this: that at the Washington Airport there is 
a long north-south runway, but there are 2 crisscross shorter runways, 
and we can get some of the Convairs and Constellations off and on on 
the shorter runways and keep the big planes going up and down the 
middle. 

Mr. Yares. There is one other matter that has bothered me, and 
that is this business of permitting planes to warm up alongside a run- 
way when other planes are coming in. What happens if a plane 
swerves ? 

Mr. Pye. There are two factors there: (a) They keep far enough 
off the runway to be safe: (b) when the airplane is on final approach— 
and we are getting into the technical flying end at this point, and per- 
haps Mr. Davis might want to elaborate on my answer—the pilot is 
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prepared for any emergency and he can anticipate this. His airplane 
is under complete control. This i is one area where I would not antici- 
pate any difficulty. 

Mr. Yares. How about a gust of wind that may blow him off the 
runway ¢ 

Mr. Prix. He would not be blown off that distance. We keep them 
far enough back to take that into account. 

Mr. Tuomas. Mr. Flood? 

Mr. F Loop. My friends have established a very sound record, and 
there is no doubt at all that we do need another supplemental or addi- 
tional airport to serve the Nation’s Capital in Washington. 

Mr. Pye. That is absolutely correct, Mr. Flood. 

Mr. Fioop. The answer is “yes”? 

Mr. Pye. Yes. 

Mr. Froop. Good. 

And the CAA, which is the recognized, legally constituted body, 
has established through the questions of Mr. Thomas earlier, has con- 
ducted, I take it for granted, extensive surveys to exhaust the po- 
tential sites in the area that can serve the Nation’s Capital for such 
a supplemental field ¢ 

Mr. Prix. That is correct. 

Mr. Froop. You have already acquired, as you advised Mr. 
Rooney—and by you I mean the CAA—over 1,000 acres of real estate 
at the Burke site for this supplemental airport, have you not? 

Mr. Pyte. That is correct, sir. 

Mr. Fioop. And you have expended something over $1 million for 
that general purpose ¢ 

Mr. Pye. Yes. 

Mr. Fioop. And I take it for granted the only reason you did not 
go further, and the only reason you did not acquire more real estate 
if you needed it, and the only re a you have not built the second 
airport at Burke within the last 6 or 8 years is because Congress did 
not give you the money. 

Mr. Pyxe. ‘The answer is “Yes.” 


TRAFFIC AT NATIONAL AIRPORT 


Mr. Fioop. Now, you have placed somewhere in the record the chart 
or table of your aircraft movements at the Washington National Air- 
port from 1942 to 1957. If you have not, will you insert at this point 
in the record the total aircraft movements at the Washington Na- 
tional Airport from 1942 through 1957, estimated ? 

Mr. Pye. Yes. 

(The information is as follows :) 

Aircraft movements at Washington National Airport (1942 through 1957) 
(calendar years) 


1a i a Le OU, CU aah 156, 420 
De nitiiectraits hisaditaiiigpataiastncinin, . MEE clas Jinthineinilinddedpeete 194, 181 
Is stdniitigeiniesilitcaitanaiiiebeness PE Be i rirenitripne iat acini 194, 352 
Pi ticttitnutsiniaseebontanae Se Et inne eee 19, 797 
| vsinpapitreacamene TI i lean dled oe 
a cereep ety tae Lil! SOs Le i 225, 914 
| a ET Ts eee ROU OT Sai lie ald iicdtsdccinmciary. See 


OP aba Senta aieiacttl sien hs acteencheee 173, 047 | 1957 (estimated)__.__________ 280, 000 
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Mr. Froop. Then will you insert, following that table, your esti- 
mate for 1960 of aircraft movements expected at the Washington 
National Airport and what the increase would be, showing your ex- 
pected estimates at the Washington National Airport in 19654 


Mr. Pye. Yes. 


(The information is as follows:) 


AIRCRAFT MOVEMENTS IN THE WASHINGTON AREA, 1960 AND 1965 (EsTIMATED) 


Traffic forecasts indicate that the Washington area will generate approxi- 
mately 330,000 aircraft movements in 1960 and between 375,000 and 445,000 
operations in 1965. It is estimated that if a second Washington airport is pro- 
vided, Washington National Airport could continue to efficiently handle approxi- 
mately 250,000 operations annually with the balance accommodated at the second 
airport. 

Nore.—_WNA handled 257,762 operations in 1956. It is estimated that it will 
handle approximately 280,000 in 1957. 


PASSENGERS HANDLED AT NATIONAL AIRPORT 


Mr. Fioop. Will you also, at the same point, show me the number of 
passengers, in millions, that will be handled this year and the an- 
ticipated increase, in millions, of passengers by 1960? 

Mr. Pytx. Yes. 


(The information is as follows:) 


NUMBER OF PASSENGERS AT WASHINGTON NATIONAL AIRPORT DURING 1957 
(CALENDAR YEAR) AND ESTIMATE FOR 1960 

In 1956 the volume of passengers at Washington National Airport was more 
than 3.9 million. It is estimated that in 1957 this number will have increased to 
well over 4.0 million. The forecast for 1960 indicates a potential passenger 
volume of approximately 6.6 million, of which approximately 4.0 million could 
be handled at Washington National Airport, and the remainder at a second 
Washington airport, if provided. 

Mr. Fioop. I gather, from what you have told Mr. Thomas and Mr. 
Yates, that there is no doubt that the capacity by volume of annua! 
movements at the Washington National Airport will be exceeded un- 
der the regular operations that you are now going through. A 
proper capacity will be exceeded if you permit operations as they are 
needed here ? 

Mr. Pyrex. If I might, I would like to comment on this point. There 
is a point at which no more operations can be squeezed into the Wash- 
ington National Airport. 

Mr. Fioop. The answer is “Yes” ¢ 

Mr. Pye. Yes, except we cannot go on indefinitely. There is a 
line. We finally come toa line. 

Mr. Frioop. And the annual caseload will be saturated if it is per- 
mitted to continue at the Washington National Airport ? 

Mr. Pyrite. Yes; I agree. 

Mr. Tuomas. It is already saturated, if you ask me. 

Mr. Froop. Out of an abundance of caution, I agree with you. 


TRAVEL TIME FROM THE STATLER HOTEL TO ATRPORTS 


Mr. Fioop. Have you established here, under Mr. Rooney’s exami- 
nation, the comparable elapsed-time movements from point to point 
from the Statler Hotel—and that is the point that I always took off 
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from, because that is the one that we used to use years ago—to an 


agreed point at Burke, Friendship, and Chantilly? If you “have not, 
will you do that ? 


Mr. Pyue. I believe that is already in the record. We will insert it 
as a table. 


Mr. Rooney. It is in the record only insofar as Burke and Friend- 
ship are concerned. 


Mr. Froop. Establish it for all three. Also, the mileage from each 


of the points, which will be in furtherance of Mr. Rooney’s exami- 
nation. 


Mr. Pyte. Yes. 
Mr. Fioop. At the peak of the traffic loads and at a time of normal 


traffic. 
Mr. Pyze. I understand. 
(The information is as follows :) 


Travel time from Statler Hotel, 16th and K Sts. NW., to various locations 


Travel time in minutes 
Mileage 


Offpeak time} Peak time 


Burke i 
(a) Actual, over existing roads 19 32.5 39.5 
(6) Estimated via proposed access road. 3 29.5 36.5 
Baltimore-Friendship: (a) Actual, over existing roads- -- - 32 7.5 54.5 
Chantilly: 
(a) Actual, over existing roads 29 55.5 64.5 
(5) Estimated, with road improvements and access road 45.5 52.5 


VIRGINIA HIGHWAY PLANS 


Mr. Fioop. Will you, also, at this point in the record insert state- 
ments, if you have them, or if you do not have them, get them, from the 
Virginia State Department of Highways as to the expectancy in the 
reasonable forese eable future under the Federal road-construction 
program of the circumferential highways with relationship to the 
Shirley Highway and the Burke ‘Airport , and what the State of 
Virginia highway people say will be the reasonable expectancy for 
the construction of a like, or similar thing, with reference to other 
highways? 

Mr. Prue. Yes. 

(The information is as follows :) 


VIRGINIA HIGHWAY PLANS AFFECTING BURKE AND/OR CHANTILLY 


In regard to the construction of the circumferential highway with relationship 
to Shirley Highway and the Burke Airport, the commissioner of the Department 
of Highways for the Commonwealth of Virginia has stated in a letter dated July 
11, 1987: 

“Plans for the Washington circumferential are now in preparation, and we 
hope to start a grading project sometime during 1957. The actual completioa 
of the circumferential will depend, to a large extent, on the construction of 
Potomac River Bridge at Cabin John by Maryland and the Jones Point Bridge by 
the Federal Government. We believe that some sections will be completed 
within, possibly, 2 to 2% years. 

“Shirley Highway between the Pentagon network and Route 7 is under the 
jurisdiction of the Bureau of Public Roads. We have agreed to take this section 
over for maintenance provided that it is widened to six lanes. I understand 
that a bill is now in Congress to provide funds for this widening, and, if the bill 


93523—57 40 
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is passed by Congress, we believe that the actual widening will be started soon 
thereafter. From Route 7 south there is an indicated need for widening, but 
we do not believe that this will be done until the latter part of the 13-year 
interstate program.” 

It is pointed out that, under present plans, access to the proposed airport at 
Burke would be via Shirley Highway, a portion of the circumferential route, 


thence via a new limited-access road connecting the Burke site to the circum- 
ferential highway. 


In regard to other highways, specifically those which would serve the Chan- 
tilly site, the commissioner of highways has stated : 


(a) In regard to the widening, strengthening, and leveling of Route 50 between 
Fairfax Circle and the Potomac River (Arlington Boulevard) : “It is our desire 
to carefully study the interstate location between the Fairfax Circle and the 
Potomac River, and to carefully investigate possible alternate routes. There 
are a great many factors involved, including the proposed Potomac River cross- 
ing in the vicinity of Constitution Avenue. This section of the system will re- 
quire a great deal of further study, and a definite time for construction cannot 
now be determined. We believe that here, again, this may be in the latter por- 
tion of the first-priority group.” 

(b) In regard to bypassing or tunneling under Fort Myer and Arlington 
National Cemetery, “This location is between the Fairfax Circle and the Potomac 
River and will be studied at the same time. We do not now have any plan for 
tunneling under Fort Myer, nor have we previously considered such a plan.” 

(c) In regard to Routes 50 and 29 west of Fairfax Circle, “While this section 
of the Interstate System is on our priority list the present road is a 4-lane high- 
way, and for this reason we believe that this will be one of the last projects to be 
undertaken in the priority group. This group of projects will probably cover a 
5- to 7-year period.” 


It is pointed out that access to an airport at Chantilly would probably utilize 
. Route 50 (Arlington Boulevard) to its junction with U. S. 29 west of Fairfax, 
from which point a new limited access road would be required to serve an airport 
located on the Chantilly site. 

Mr. Foon. In your examination of site potentials did you take into 
consideration how either of these sites at Chantilly or Burke would, 
if they would at all, affect the water supply to the District of Colum- 
bia? Isthata part of your examination? Yes or no. 

Mr. Pye. I cannot answer that directly. 

Mr. Fioop. Can any of your staff ? 

Mr. Pytx. We did not. 


AVAILABILITY OF RAIL TRANSPORTATION AT BURKE 


Mr. Froop. Did you in this case inquire as to whether or not there 
would be reasonable adjacent and contiguous access to fast rail trans 
portation from Burke or Chantilly to the Union Station in Washing- 
ton? Did you, and if you did, would there be any such potential ? 
Did you in this case? Yes or no. 

Mr. Pyrex. Mr. Flood—— 

Mr. Fioop. You did or you did not. 

Mr. Pytx. We did not, to my knowledge. This brings a good noint 
to my mind. Burke has this advantage—the Southern runs right bv 
the site. 

Mr. Tuomas. That is what he asked you. 

Mr. Froop. I first wanted to know if you made an examination to es- 
tablish the fact. If you did not, the answer is “No.” However, are 
vou aware of the fact that there may be, if it has any value, access 
from the Burke site to a railroad right-of-way supposedly adjacent and 
contiguous which would permit speedy access from the Burke site by 
some kind of rail transportation to the Union Station? Ts that a po- 
tential of the Burke site, if desirable or practical ? 
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Mr. Pyie. The answer is “Yes.” 

Mr. Fioop. Does such an advantage, if it is an advantage, exist at 
Chantilly ¢ 

Mr. Howe. No. 


EFFECT OF AIRPORT ON BUSINESS AND INDUSTRY 


_ Mr. Froop. Have you placed in the record, or do your investiga- 
tions permit you to place in the record, or would your experience per- 
mit you to do it, any discussions as to the effect on industrial and 
business developments with reference to Burke and Chantilly? Where 
would it be most desirable, the least desirable, and where could it best 
be done? If you are not in a position to give that for the record, can 
you professionally, from your experience, so state anyhow ? 

Mr. Pyrite. Mr. Flood, so we can give you the proper answer to your 
question, when you speak of “business,” are you speaking about bring- 
ing business into the community, such as additional people and addi- 
tional business / 

Mr. Fioop. That is correct. 

Mr. Pye. 1 think that we can furnish that information to you. 

Mr. Fioop. Business and industry, in the broad sense of both terms, 
vis-a-vis, both sites ? 

Mr. Pyrite. We do not have that information readily available. 

(The information is as follows :) 


EFrrect ON BUSINESS AND INDUSTRY 


The history of the major airports in the United States shows that they serve 
as magnets to attract industrial and residential development. The proposed air- 
port at Burke would serve as an employment center for a considerable number 
of people who would probably prefer to live in nearby areas. It is also expected 
that the airport would tend to attract industry. The CAA proposes to work 
very closely with local planning authorities so that the residential and industrial 
development attracted to the airport could not only be controlled by local authori- 
ties but also well planned. It is noted that Fairfax County has recently taken 
steps to attract industrial development into Fairfax County. It is believed that 
the development of the airport will enhance the ability of Fairfax County to at- 
tract such industrial development. In regard to specific sites, the Burke site 
is adjacent to the main line of the Southern Railway, along which some indus- 
trial development has already occurred. The combination of this main-line rail- 
road and the airport should enhance the ability of the area to attract industry. 
In regard to the Chantilly site, the existence of the nearby branch line of the 
Chesapeake & Ohio Railroad should, together with the existence of an airport at 
this location, serve to enhance the attraction of industry in the nearby area. 


NOISE FACTOR 


Mr. Fioop. One of your witnesses—I believe it was Mr. Howell— 
indicated that surrounding the existing Burke desired site is a screen 
of trees which. your sound technicians indicate aid in the reduction of 
airport sound beyond the area. Has that acoustical problem been 
established as a fact ¢ 

Mr. Howe. Not finitely; no, sir. 

Mr. Froop. Not finitely / 

Is it a fact that certain recognized manufacturers of jet engines, who 
will remain nameless unless you want to name them, are perfecting, 
or claim to have perfected, in the construction of jet aircraft for civil 
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transport to be available in the immediate future sound mufflers which. 
while they will not eliminate entirely the screech of jet engmes, will 
reduce it from what it is now, or at least the development of the vast 
potential of jet power will not make it any worse? Is there such a 
muffler about to be marketed ? 

Mr. Pye. Mr. Flood, in answer to your question, the answer is very 
definitely “yes.” If it would be helpful to the committee, Mr. Davis 
is fully familiar with the research that is being conducted, the objec- 
tives that they are trying to accomplish, and if it would please the 
committee we can have him testify. 

Mr. Fioop. At this point in the record, from an expert, can we have 
a reasonable memorandum on that subject. 

Mr. Pyxe. We will do that, sir, rather than take up the time of the 
committee. 

(The information is as follows :) 


THE SouND PROBLEM OF THE JET ENGINE IN TRANSPORT AIRCRAFT (SUCH AS 
THE BoEING 707, Douetas DC-8 AaNnp Convarr 880) AND PROVISIONS BEING 
MADE To SuPPRESS IT 


The noise problem presented by turbine-powered aircraft is a very serious one, 
and it is encouraging to know of the tremendous effort being put forth in the 
United States and abroad toward the research, development, and testing of jet 
noise suppresser techniques and devices. Government research laboratories 
(such as NACA), jet aircraft and jet engine manufacturers, and also private re 
search institutions have been undertaking this project for a considerable period. 
Military aeronautical laboratories are also attacking the jet noise problem from 
many sources. 

The contracts between the operators and the manufacturers for these aircraft 
specify noise suppressers that will accomplish 10-decibel attenuation with not 
more than 1% to 2% percent loss of thrust. From this it is evident that both the 
manufacturer of the product and the potential user are fully aware of the noise 
problem and the need for public acceptance of this mode of transportation. 
Sound, of course, is energy ; and, when you suppress it in this case, you lose horse- 
power or thrust, which materially aftects the performance of the aircraft and 
its payload-carrying capacity. 

For instance, a 1 percent loss in power means to a jet transport a 2 percent 
increase in takeoff distance, a 4 percent decrease in climb performance, and a 5 
percent decrease in range. The loss of range can be offset by reducing the pay- 
load to compensate for the additional fuel needed for extreme range. This, of 
course, creates an economic problem that could be severe enough to make the 
jet transport economically unfeasible if the noise suppression is carried too far. 
One airline has reported that the cost of quieting the 30 large jets in their fleet 
to the 1% or 2% noise attenuation will approximate more than $50 million over 
the operational life of this fleet. So it is extremely encouraging to note that all 
airlines are willing to take this economic penalty so that the aircraft can live 
in reasonable harmony with the community. The manufacturers appear quite 
confident that they will be able to attain the objective of 10-decibel attenuation 
before the aircraft are certificated. 

The Boeing Airplane Co. has developed what it considers a successful suppres 
ser, which has undergone its initial test to the point where four are being manu 
factured for installation on the protoype transport for flight test purposes in 
November of this year. From these tests, we will have the first actual noise-at 
tenuation statistics available. 

In addition to the use of noise suppressers, the jet transport aircraft have other 
compensating flight operation features that will help reduce the noise to the 
community: 

1. The jet transport travels much faster than the piston- powered aircraft and. 
therefore, exposes the community to its noise for a shorter period. 

2. Noise of civil jet transports, which do not include the afterburner device 
of most military jet aircraft, is of somewhat higher frequency than the low- 
frequency rumbling of piston engines and propellers. The high-frequenc y noise 
is absorbed more readily as it travels throngh the atmosphere by such phenomen: ’ 





as trees, turbulent air, and wind currents, and therefore should cover a smaller 
area of the community than large piston-engine noise. 

3. Because of considerably higher power, the jet transport can climb at steeper 
angles and higher speeds than large piston-engine aircraft and, therefore, will 
be higher above the community and for a shorter period. 

There have been rumors that jet noise will have unusual effects on human be- 
ings in the community. The acoustical engineering studies that have been made 
prove these rumors erroneous. Jet noise sounds different from piston-engine air- 
craft noise, but it has no effect on the human being different from any other 
noise of the same loudness level, and its worst effect on the members of a com- 
munity can only be in terms of inconvenience and nuisance. On the other hand, 
airline per sonnel who work close to the engines will require protective ear de- 
vices because of their continued exposure to a high level of noise at close 
proximity. 

Studies indicate that, with the anticipated 10-percent attenuation by suppres- 
sers, jet noise will be about the same as that of today’s large piston-powered, 
propeller transports. Industry, however, hopes to lower this noise level even 
further by advancement in techniques and continued research. 


RESIDENTS IN FAVOR OF BURKE 


Mr. Froop. Has it been brought to your attention, and if so, will 
you insert in the record to what extent and by whom, e xpressions of 
the residents adjacent and contiguous to the Burke vicinity are in 
favor of the construction of such an airport at Burke ? 

Mr, Pyie. Do you mean are there any such statements ? 

Mr. Fioop. Yes. 

Mr. Pye. The answer is “Yes.” 

Mr. — If there are petitions that would contain thousands of 
names, I do not want you to insert such petitions, but would you insert 
a paragraph referring to what the totals would be and the nature of 
the petitions, if any. 

Mr. Pyte. We will get that information for you. 

(The information is as follows:) 


PETITION IN FAVOR OF BURKE 


The Civil Aeronautics Administration has been advised by the Citizens’ Com- 
mittee for Burke Airport, “The airport has been endorsed by over 11,000 resi- 
dents, taxpayers, and citizens who have signed petitions favoring Burke.” 


CONTAMINATION OF STREAMS 


Mr. Froop. I am concerned with the question as to whether the con- 
struction of either of these airports, at Burke or Chantilly, would con- 
taminate adjacent streams, either for recreational purposes or water 
consumption purposes. 


Mr. Pytx. We will supply the information. 
(The information is as follows :) 


)FFECT ON STREAMS 


In regard to the Burke site, it is planned to direct stormwater runoffs into 
adjacent streams, which should have no contaminating effect on local streams or 
on the Potomac River into which these streams ultimately flow. In regard to 
sanitary sewage, a complete and modern disposal plant is contemplated in the 
estimate for developing the Burke site which would minimize contamination of 
local streams and the Potomac River. The outfall of these streams into the 
Potomac River does not affect any municipal water supply in the area. In 
addition, through the advantage of natural terrain, it will be possible within 
the limits of the site to construct low water dams to retard the outflow of storm- 
water runoff, as well as effluent from the sewage-disposal plant, so that (@) the 
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runoff will not overload existing streambeds, (b) the runoff will have oppor- 
tunity to provide for stilling and settling, and (c) the runoff will have opportunity 
to become aerated to the point that it will not contaminate. 

In regard to the Chantilly site, stormwater runoff will be diverted into streams 
which enter the Potomac River above Great Falls, although some of the storm- 
water runoff would flow southward into streams that enter the Occoquan Run 
south of the Washington metropolitan area. Such stormwater runoff, however, 
would not contaminate adjacent streams or rivers. If an airport were located 
on the Chantilly site, a modern sewage-disposal plant would be provided which 
would probably provide for disposal of effluent into the streams located south of 
the site, which streams ultimately enter Bull Run and Occoquan Run. The 
opportunity to develop low water retention dams appears to be quite limited, but 
the distance of the site from the Potomac River or Bull Run-Occoquan Run would 
appear to be sufficient to eliminate any possibility of contamination of adjacent 
streams either for recreational purposes or water consumption purposes. 

It is further pointed out that in either case, plans for disposal of stormwater 
runoff and sanitary sewage would be coordinated with local officials so that they 
would best fit in with local plans. In the final analysis, this might result in 
our contracting with some local governmental unit for the treatment of sewage 
in an existing or proposed sewage-treatment plant, as is done in the case of 
Washington National Airport. 


AFFECT OF BURKE ON TRAFFIC PATTERNS 


Mr. Frioop. I wish that you would show how the establishment of 
an airport at Burke would shift any traffic pattern as to remove any 
objections that exist from existing neighborhoods about the present 
patterns, or to remove any doubt that compl: ints about present pat- 
terns would be eliminated or shifted and reduced in size or number. 
Do you follow me? 

Mr. Pyzte. I do,sir. I think that I can answer that right now. 

Mr. Fioop. Do not doit now. Please place the answer in the record 
in reasonable detail, if it is a fact. 

(The information is as follows:) 

STATEMENT ON WHETHER THE ESTABLISHMENT OF AN ATRPORT AT BURKE WILi 
SHirt ANy TRAFFIC PATTERNS SO AS TO REMOVE ANY OBJECTIONS THAT 
Exist FrRoM EXISTING NEIGHBORHOODS CONCERNING THE PRESENT PATTERNS 

The establishment of a second Washington airport at Burke (or any other 
location) will not affect traffic patterns at Washington National Airport in such 
a manner as to change the noise factor affecting existing neighborhoods. Pres- 
ent noise abatement patterns in effect at Washington have been worked out over 
a period of time to provide the best possible compromise between the operational 
eapability of aircraft and the safe operation of these aircraft and with due re- 
gard to the noise nuisance factor to persons on the ground. 

With respect to patterns that will be developed for Burke, similar considera- 
tions will govern the establishment of traffic patterns to be used. 

Mr. Froop. Do I understand, based upon the answers of yourself 
and your staff to Mr. Thomas and all of my colleagues, and based 
upon the past experience and the record of the CAA as being the 
legally constituted authority for this purpose, and based upon specifi- 

eally your examinations with reference to the potential sites for the 
sinintie Washington area, that you recommend the Burke site as the 
second, or supplemental airport site for the greater Washington area ? 

Mr. Pyte. Your understanding is correct. That is our recommen 
dation. 

Mr. Tromas. That was a very full examination, Mr. Flood. 

I will ask one question and then pass the witness to my friends on 
the left. 
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AMORTIZATION OF COST OF BURKE AIRPORT 


Mr. Rooney and Mr. Clevenger and all of us have been con- 
cerned about the cost of this proposition. Your estimates now are 
right at $49 million plus some other items of construction, namely, 
hangars. Assuming this figure will finally be in the neighborhood of 

$55 milion, Mr. Moore, I would like to ask you whether or not you will 
be able to charge fees to such an extent that over a period of 20, cer- 
tainly no longer than 25 years, you will be able to completely amortize 
the cost of this project by virtue of those fees, without it costing the 
taxpayers of the United States any money’ Can you give me a 
reasonably good answer to that ? 

Mr. Moore. May I again pass the question over to Mr. Pyle? Do 
you have some figures on that ? 

Mr. Harper. In our judgment, we can; however amortizing these 
facilities over a 30 or 35 year period would probably be more realistic. 

Mr. Tomas. You are doing it in other places, are you not? 

Mr. Harper. Yes, sir. 


FUNDS FOR HANGARS AND OTHER BUILDINGS 


Mr. Crevencer. I do not see on this list where you have provided 
appropriations for necessary hangars and other appurtenances. 

Mr. Harper. We did not provide for hangars here. We plan to 
come in for hangars when there is a demonstrated need and a signed 
agreement with the user to amortize that particular hangar so there 
will be no long-range cost to the Government. It will be done as: the 
need arises. 

Mr. Pyrite. Expanding on what Mr. Harper has said, let us take a 

carrier. They want a hangar. We will make a long-term agreement 

with them so that the full cost of the hangar and all of the utilities 
and everything else wil be fully financed before we start. And we 
will come to the committee and say, “We need the funds for construct- 
ing the hangar, here is the plan on which it will be financed.” 

Mr. Cievencer. I asked this question 6 years ago, or 5 years ago, 
when we had this thing up, and the answer I got was that it would 
cost over $70 million. Your runways were shorter then. The answer 
I got, and it was not from one of the waterboys. ws that it would 
cost in excess of $70 million. Do not look surprised. We have had 
buildings that just a few months ago were estimated to cost a certain 
amount and we have had men from the Department of Commerce 
ask us for $25 million more and never bat an eye. Of course, we did 
not give the money to them. They seemed surprised that we did 
not. 

TRAFFIC PATTERN AT BURKE 


Here is the question that I am interested in. Will you have a new 
flight pattern for Burke Airport? Will it be separate from the 
Washington field ? 

Mr. Pye. We have a detailed chart that sets this forth, if you would 
be interested. The answer is “Yes.” 

Mr. CLevencer. Your answer is what I want. 

I see that you have about all you can handle here, I would think. 
You spoke of being able to use all three of the airports for Washington. 
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This is a matter of 3 years for construction ? 


Mr. Pyrte. Yes. 


USE OF FRIENDSHIP IN INTERIM 


Mr. CLevencer. Could you fellows begin to use the potential of 
Friendship in the meantime ¢ 

Mr. Pytr. The answer is definitely “Yes.” 

Mr. Cievencer. And will you? 

Mr. Pyxe. That is not within our province, as I think I have ex- 
plained. It is up to the carriers to make the move to go over to Friend- 
ship. The situation is going to get steadily tighter. 

Mr. Cievencer. You are not bound. You are willing to use it? 

Mr. Prue. It isa fine airport. 

Mr. Cievencer. Here is a thing that disturbs me: We have a new 
control proposition right now that is presently before the House to 
be voted on, our new safety control measure to be superimposed on top 
of the CAA and the CAB. It has some provisions that sort of fooled 
us when we saw it. It is a collection of stuff that is always swept out 
from under the rug in the last week when Congress is in session. 
There are some things in it that sort of fooled me. I read it. I read it 
with amazement. We have to vote on it ina few minutes. I certainly 
would be a little alarmed in having a new board move into the field 
now occupied by the two boards with a hazy spelling out of the duties 
for it. There is not a man so base that he does not want safety in 
aviation. But this is an amazing bill. 

Mr. Bow got one thing out on a point of order last night. I do not 
know whether or not you fellows know what is in it. 

Mr. Pyrite. May I go off the record? 

(Discussion off the record.) 


COST OF BURKE AIRPORT 


Mr. Pyze. I would like to explain that that statement was correct 
in this respect, if we are going to provide the necessary hangars and 
other revenue-producing facilities which will be financed through 
long-term agreements—— 

Mr. Cievencer. The country does not know that. Mr. Rooney was 
right, $14,000,000 is what they once said they could build the airport 
for. You are now up to $50 million. 

Mr. Pyze. Thisisall laid out in the program. 

Mr. Rooney. I want to be fair about this and have the record 
straight. I am sure that the distinguished gentleman will give me 
that opportunity. I am referring to testimony taken before the Sub- 
committee on Appropriations in February 1952 with regard to this 
proposed additional Washington airport. I find at page 56 of those 
printed hearings on the third supplemental appropriation bill for 
1952 the following; and I am quoting the gentleman from Georgia, 
Mr. Preston. 


I can foresee very readily an appreciable additional amount of money that 
will be asked for by the CAA on this project out there. The $14 million can be 
considered in my opinion as a 50 percent figure of the total cost roughly. Would 
you disagree with that statement? 


| 
| 
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The answer of Mr. Lee, who at that time was the Deputy Adminis- 
trator of CAA, was as follows: 


No, sir, I would not. The $14 million program is one which would give us a 
usable airport and enable us to handle excessive traffic over and above that which 
is handled now at the Washington airport, and will be handled by 1955 at the 
Washington National Airport. 

Mr. Cievencer. I would like to say if it cost $100 million to get 
Washington adequately safe air transport, and if you fellows can 
cover that with hangar charges and service charges, I am not averse to 
that. I do not like to see the public fooled. 

The figures here show that it is now twice what Mr. Rooney was talk- 
ing about and then some. When you say that you will get with the 

‘arriers on the hangars and make long-term contracts with them 
that will recoup the money for us, I am not averse to that. 

Mr. Pye. I think there is a point that we should clarify for the 
record. We are not coming up here with the intention of trying in any 
way to deceive the committee. We have brought the figures all out 
before you so you can see what we are doing. The $35 million which 
we are discussing here is the first phase, to get started with some- 
thing, so that we can get the jets, which are Just over the horizon, 
into Washington, and provide Washington, the Capital of this Nation, 
with an adequate airport to be served by jets. 

Now, the second phase is to take care of the additional needs as they 
develop. The first thing is to get some runways. We feel with the 
impact of the jet it is going to take about $35 million. We have a pro- 
gram which is outlined in the Secretar y’s report which is in the record 
which shows how this thing is phased. 


AMORTIZATION OF COST OF BURKE 


Mr. Tuomas. The gentleman from Ohio, Mr. Clevenger, has made a 
very fair, conscientious statement, and I am inclined to agree with 
him. He said that this perhaps was going to cost $60 million or $70 
million. The question that he is propounding to you is—if it is $50 
million, $60 million or $70 million, will you be able to completely amor- 
tize that debt through fees so that the taxpayers of the United States 
will not have to pay the bill? 

Mr. Pye. We will have to so plan. 

Mr. Tuomas. Can you do it? 

Mr. Pyte. Yes. 

Mr. Crievencer. We had to use hydraulic pressure here to get the 
fees jacked up so that the Washington Airport would have an adequate 
return. 

Mr. Tuomas. We are going to hold them to that as time goes on. 

Mr. Cievencer. You do not charge a fraction of what LaGuardia 
charges for these planes right now. 

Mr. Pye. We have some figures on that. 

Mr. Crievencer. This is not costing the District a dime. It is not 
costing Virginia a thing. We are doing it for them free and we are 
voing to set them up a board here and run it, and that is going to cost 
money. It will be years before you get your revenues. 
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LANDING FEES 


Mr. Horan. Could we have the comparative landing fees in the rec- 


ord at this point? 


Mr. Pye. We will furnish that for the record. 


(The information is as follows :) 


COMPARATIVE LANDING FEES 


WASHINGTON NATIONAL ATRPORIT 


Scheduled airlines * 

(1) Landing charges range from 
$2.20 to $9.35 for each revenue trip ar- 
rival in scheduled airline operations 
depending on type of aircraft. 


(2) If carrier operates into airport 
more than 300 revenue trips during a 
calendar month, discounts are allowed 
ranging from 10 percent to 30 percent. 


Commercial aircraft * 
(1) Charges based on certificated 
gross take-off weight range from $1.25 


NEW YORK (LA GUARDIA) 


(As of 8/1/57) 
Air carriers 
Lessee Airlines Rate 


tracts expiring 
81)— 


(fixed by con- 
approximately 1979- 


17.5 cents per 1,000 pounds of maxi- 
mum allowable landing weight. (Con- 
tracts contain an escalator clause for 
raising rates with respect to new fixed 
improvements. ) 


Other aircraft 
Published rate for all users other 
than lessee airlines, 30 cents per 1,000 





for aircraft up to 10,000 pounds to 
$13.25 for those from 100,000 to 125,000 
pounds. 


pounds maximum gross take-off weight, 
with $3.75 minimum per landing. 


Private aircraft , 

(1) No charge. 

1 Washington National Airport landing fees approximate 6.9 cents to 10 cents per 1,000 
pounds of gross take-off weight per landing: this does not take into account the discount 
provision noted in (2) above which both lowers the landing rate and causes a disparity of 
rates between the operators with larger numbers of landings and those with smaller num- 
bers, American and Allegheny. National Airport scheduled landing fees are fixed by 
contracts expiring in 1960. 

Commercial aircraft operations are defined as irregular air carriers, charter operators, 
scheduled air carriers who do not have a contract with the Governmentf or use of the land- 
ing field, executive or company-owned aircraft, and any aircraft where there is a remunera- 
tion of any type to the pilot or owner of the aircraft. 

’ Private aircraft operations are defined as privately owned aircraft, as distinguished 
from executive or company-owned aircraft, rated by the manufacturer to carry not more 
than 10 persons and neither the pilot, crew, nor owner receives any type of remuneration 
in connection with the operation of the aircraft. 


Mr. Cievencer. We do everything for them. The only thing we 
get out of it is political opposition with regard to where the airport 
will be situated. 

Mr. Tuomas. That is a very good statement. 

Mr. Cievencer. There is no end to what the District wants. Weare 
building them a bridge across the river. ‘The only place where it 
touches the District is at the underground pier. We are going to main- 
tain it. We had a fight with them to see if the two States would main- 
tain the bridge that we are going to build for them free. If I am a bit 
overcautious it is not because I have not scorched my paws on some of 
these things. I want to know that I am not being fooled if I go along 
with this thing. I will have to go along, I suppose. 

Mr. Pye. We would not come up and fool you. That is not our 
purpose. What we have laid before you is a program, a phased pro- 
gram. The first phase we say will cost $35 million. Now, at the 
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uppropriate time, if we find we have to go to the second phase out- 
lined in the sheet, we w come up to the appropriate committee, which 
is this committee, and say, “Yes, we have more problems. We request 
your decision as to listen or not we go into the second phase.’ 

We are not fooling anybody. That is not our intention. If that is 
ihe impression that we are creating we have done a bad job. 

Mr. Tuomas. He is not accusing you of fooling anybody. 

Mr. CLevencer. My State will have to pay for a part of this. We 
do not get any of the benefits. We do the same thing with regard to 
dams and power projects all over the country. We h: ave built plants in 
my ro but we have paid for them ourselves. There is not a 
nickel of Federal money in them. We just seem to subsidize this 
iuse 

Mr. Horan. In the Northwest we sure appreciate you people. 

Mr. Pyir. I would like to make one further point. 

Mr. Clevenger has touched on something that I think concerns all of 
us. We are investigating right now a proposition which may be the 
answer to the problem. In the meantime, the airport need be con- 
structed as it takes —— to work out some kind of an authority to take 
over the operation of an airport. We feel the requirement is so neces- 
sary and so urgent on ‘all of us that we have to get this done. Now, 
it behooves us to get the solution that you are t talking about worked out. 
This is our job. We are not doing our job for you and the Nation if 
we do not do this. In the meantime, we do plead with you urgently 
that we get this, or we are going to be in trouble. 

Mr. Crevencer. Off the record. 

( Discussion off the record. ) 


AUTHORIZING LEGISLATION 


Mr. Bow. I am interested in the question of how much we are going 
to appropriate. We have been given figures here of $35 million. I 
am concerned about the authorization. Do you care to address your- 
self to that, Mr. Moore ¢ 

Mr. Moore. Our position is that we have authorization in excess of 
the $14 million limitation without being subject to a point of order. 
I think we would say to you, that if in your opinion we do not have 
authority, we should then ask for $14 million, which would be the 
extent of the limitation in order that we may proceed with this project 
immediately. 

Mr. Bow. With an appropriation of $14 million can you go forward 
with the construction and come in for the balance ? 


Mr. Moore. We could, I understand. 
FUNDS NEEDED TO GET STARTED AT BURKE 


Mr. Bow. What is the least amount you can go out there and get 
started with and doa real good job / 

Mr. Moore. That is a question that the chairman asked and I be- 
lieve the figures are available at this time. 

Mr. Harrer. The program that we should go on with now would 
run about $14,179,300. We will not be able to follow our plan to have 
one prime contractor. With this $14,179.00 we could buy the land, 
plan for site clearance and road relocation, grading, drainage, access 
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roads, and make an airport design contract. However, by reducing 
the initial quantity of grading we could begin the initial development 
with the remaining $12,943,197 of the original authorization. 

Mr. Bow. It is not a question, Mr. Moore, what would happen to 
the point of order if it is raised. I think that we should be realistic if 
there be a point of order raised. How it would be ruled upon is some- 
thing that we cannot determine here. I believe in this. I think that 
we ought to go forward. I would hate to jeopardize it by the possi- 
bility of a point of order being raised against it which would kill it 
definitely for the rest of this year. 

Now, what is your unappropriated authorization ? 

Mr. Harper. $12,943,197. We have spent $1,056,803. 

Mr. Bow. What you are planning now is something around $12 
million ; is that correct ? 

Mr. Harper. $12,900,000. 

Mr. Rooney. $12,943 197, according to my figures. 

Mr. Larrp. Based upon expenditures, that is correct, but based upon 
appropriations that is not correct; is it / 

Mr. Roonry. I have deducted the $1,056,803 expended from the $14 
million authorization. 

Mr. Tuomas. All added together they cannot go over $14 million. 

Mr. Bow. Mr. Chairman, may I go off the rec ord! 

(Discussion off the record. ) 

Mr. Tuomas. The committee will stand adjourned until 1:30 p. m 


AFTERNOON SESSION 


Mr. Roonry. The committee will please now come to order. 

At the conclusion of this morning’s session, the gentleman from 
Ohio, Mr. Bow, was questioning the witnesses. 

Mr. Bow. I have just a few more questions, Mr. Chairman. 

Mr. Roonry. You may now proceed, Mr. Bow. 


VIRGINIA AIRPORT AUTHORITY 


Mr. Bow. Mr. Pyle, what can you tell us about the future possibil- 
ities of a northern Virginia port authority that might take over 
Washington National Airport and Burke? Has there been any talk 
about that ? 

Mr. Prue. There has been a great deal of study and discussion of 
this project. I think it holds great store for the future. We are 
very much in favor of this approach, whereby the community will 
take on this responsibility of providing service to the Capital commun- 
ity, Federal, State and local. 

Mr. Bow. In case we should appropriate Federal funds to establish 
this second airport, is there any possibility it may be turned over to 
some other authority before we are paid in full, or at a price less than 
the Federal investment in it ? 

Mr. Pyie. Mr. Chairman, if it would be appropriate, I would like 
Mr. Burton, who has been intimately connected with this, to answer 
that question, because he is closer to the details of it than I am, 

Mr. Burron. Congressman Bow, both the State of Virginia and 
the northern Virginia group of counties have been interested in the 
matter of an airport authority to run the airports of their respective 
areas. 
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The CAA and the Department of Commerce have provided them 
with information almost as they requested in order that they could 
make their studies to determine whether or not they should go into 
the airport-operation field. 

Both the State and the northern Virginia group are legally con- 
stituted by the State. Insofar as the plans that we have “discussed 
toward turning over any facilities to any such authority, we have 
had no intention of turning over fac ilities without assurance of being 
properly compensated. 

Mr. Bow. When you say “properly compensated,” do you mean 
fully compensated for capital investment 4 

Mr. Burron. In the case of the second airport, we have discussed 
the matter. Surely whatever financial plan we might come up with 
would have to come to Congress for approval. We have discussed 
the rights of the States and communities under the Federal Aid to 
Airports Act, and the fact that a proper account might be given to 
what would be their privilege otherwise than under the Federal Air- 
port Act, so that it might be determined by the Congress, or by the 
executive branch, that something in the nature of a Federal aid to 
airports agreement would be arrived at with the State or local com- 
munity in such a transfer, so that the agreement perhaps would not 
result in full compensation for the entire capital investment. 

There is also the question, if you are speaking of the first airport, 
Washington National, as to whether compensation would be sought 
for the direct grant type funds that have been invested there, the 
type of grant which has been made commonly to other airports 
throughout the country, such grants as WPA, PWA, PLA funds that 
are presently invested in National. With regard to the direct appro- 
priations through this committee, we have never discussed in the case 
of these direct appropriations anything other than a proper recovery. 

Mr. Bow. What is the situation so far as northern Vi irginia build- 
ing an airport ? 

Mr. Pyrite. Subject to correction by Mr. Burton, there has been no 
notion in this area that I know of; is that correct ? 

Mr. Burron. That is correct. 

Mr. Pyze. In other words, they have not come up with any evidence 
that they are going to proceed with the construction of an airport. 

Mr. Fioop. Will you yield, Mr. Bow ? 

Mr. Bow. Surely. 

Mr. Froop. I would like to make this clear: That under no cireum- 
stances would I ever agree, as long as I am here, what little I have 
to do with it, for the State of Virginia taking over or buying this 
National Airport now, now that we are starting to make a dollar on the 
thing after all the years we have been fichting with it. I certainly 
would object to se ‘ling this Washington Nation: al Airport to the State 
of Virginia under any circumstances from now on in. 

Mr. Burron. We have had no discussion along that line at all. The 
only type of discussions we have had have been in connection with 
both airports. 

Mr. Froop. I am saying that out of an abundance of caution, if for 
no other reason. 

Mr. Bow. Mr. Pyle, I would like to get this definitely on the record, 
and straight. 








636 


You anticipate that by 1961 that the traflic load will require three 
airports in the W ashington- Baltimore area, to wit, Washington Na- 
tional Airport, Friendship, and Burke? 

Mr. Pye. That is correct. 

Mr. Bow. I do not want to go as far afield as we have today, but 
some question has been raised about a d: angerous situation. 

Is it not a fact, Mr. Pyle, that where you find a dangerous situation 
to exist that you, as Director, and your staff, whoever is responsible, 
would immediately curtail or ab: indon or stop the operation ? 

Mr. Pyte. That is correct. 


STACKING OF ATRCRAFT 


Mr. Bow. Another statement was made here today by one of our 
colleagues about the need because of flights being stac ‘ked up 45 flights 
over a  particul: w airport. Let me ask you this question, Mr. P yle: If 
50 percent of those 45 aircraft had been jets, they would not have been 
circling in the air, would they rand stacked that way ? 

Mr. Prix. Mr. Bow, this gets into something pretty technical. 

Mr. Bow. I understand. I am referring to the difference of what 
you can do today with the stacking of our conventional aircraft and 
whether you could do the same thing with jets. 

Mr. Pyte. This can be done. It is more critical; there is no ques- 
tion about it. It can be done, but whether the stacking will be done 
at a much higher altitude, 20,000 or above 

Mr. Bow. Do you not have a question of fuel ? 

Mr. Pytr. Yes; it isa more critical operation. 

Mr. Bow. So with the coming of the jet, you have to be prepared 
to land without the long period of stackup that you have had in the 
past. 

Mr. Pytr, Yes. This is our effort, actually, and this gets into the 
whole field of trying to improve traffic control. Our objective is to 
improve the system and that we elimin: ate the stacking requirement, 
but we may have it on occasions at certain airports and the jet flights. 
their fuel reserve requirements, et cetera, will be such th: at they have 
that capability. We may say in the case of the jet, “Do not hold. 
Go to your alternate right away. 

Mr. Bow. I want to clarify one thing. This has nothing to do with 
Burke, but I think it should be clarified because it appeared in the 
testimony prior to this. 

Is it not a fact that where you have a bad condition, let us say in 
Washington, as an example, and you are stacked in Washington, that 
many times you do not permit planes to take off from some other area 
to come into this area, and that that also compensates from the stand- 
point of danger: That you actually hold flights at other airports? 

Mr. Pyze. That is correct. 

Mr. Bow. You do not just let everybody come in here and stack up, 
but you try to control them by holding them in other airports / 

Mr. Pyze. That is right. We do this by what we call “flow control.” 
in other words, we will only permit a certain number of aircraft to 
come into the area. Maybe the radar is seeing too much rain. You 

cannot bring these planes down as efficiently. Then we impose flow 
jentol and accept so many planes into the area. I think this is the 
point you refer to. 
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Mr. Bow. That is right. 

Mr. Froop. If the gentleman will yield, is it not also a fact that 
there has always been a strong difference of opinion as to whether 
or not there should be any stac king : at all? 

Many people think stacking is dangerous in itself, without more. 
There has been that school of thought, has there not, for years ? 

Mr. Pyxx. No, sir; I cannot agree on that, Mr. Flood. Stacking is 
a perfectly acceptable procedure. 

Mr. Froop. You belong to the other school of thought. All right. 

Mr. Bow. I would say to the gentleman from Pennsylvania I would 
rather be stacked some place than come down and crack up on the 
ground. 

Mr. Fioop. Iam certainly not going to debate that. That cannot be 
intelligently debated. 


COMPARISON OF BURKE, FRIENDSHIP, AND CHANTILLY AIRPORTS 


Mr. Bow. Mr. Pyle, one further question: I indicated at the open- 
ing of these hearings that I thought we ought to make some com- 
parison, taking your | (a). (b). (ce), (d). and (e) from Mr. Rothschild’s 
statement. I hope you will submit something for the record in table 
form basing the conclusions you have reached. That is testimony 
reached without much evidence to back it up as of this time in the 
record. 

(The information is as follows :) 


COMPARISON OF BURKE, CHANTILLY, AND BALTIMORE-FRIENDSHIP AS SITES FOR THE 
WASHINGTON SUPPLEMENTAL AIRPORT 


(a) Heonomy and convenience as far as the traveling public is concerned 
Economy and convenience to the traveling public is a factor of the distance 


and time required to reach the site, as expressed in the following table, with 
estimated time where improved or new roads are proposed. 


Driving time Miles to Driving time 
Miles from (minutes Washington (minutes 
Site 16th and kK National 
NW Airport 
Offpeak Peak Offpeak Peak 

Burk 1¥ 29 6H 19 26 ‘1 

Chantilly 29 45 52 20 40 45 

Baltimore-Friendship 32 47 54 37 59 73 


In addition to arriving and departing passengers, there is also an interchange 
factor with Washington National Airport to consider, since 14 percent of Wash- 
ington’s total enplaned airline passengers (estimated at 310,000 for 1956) are 
interline transfer passengers. No figures are available for intraline transfer 
passengers. The estimated interchange time for each location is included in the 
foregoing table. 

(b) Efficiency of operations 

Efficiency of airport operations is a factor of the layout of the airport; of the 
ability to interchange passengers with Washington National Airport; and of air 
traffic control. 

In regard to layout, the same basic pattern would be incorporated at Burke or 
Chantilly ; widely separated parallel north-south runways, with a single east-west 
runway to serve as a supplemental takeoff runway. The building area (termina! 
area and hangars) is located between the parallel north-south runways to pro 
vide the most ready access to the ends of runways. This layout requires the 
entrance road to lead in from the north, otherwise an expensive underpass would 
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be required to bring a south entrance road into the building area under the 
taxiway and apron complex. The natural access to Burke is from the north; 
the natural access to Chantilly is from the south. Thus Chantilly would either 
require a taxiway/apron underpass for a south entrance or a longer entrance 
road to enter from the north. The longer road appears more feasible. 

The Burke site is adjacent to the main line of the Southern Railroad; the 
Chantilly site is approximately 2 miles from a little used branch line recently 
acquired by the Chesapeake & Ohio Railroad. 

At Baltimore’s Friendship Airport the construction of a parallel runway would 
provide a layout quite similar to that proposed for Burke, and there is no prob- 
lem of locating an access road. It is believed, however, that the presence of 
built-up areas and existing obstructions would somewhat complicate the construc- 
tion of a parallel runway. The airport is adjacent to the main line of the Penn- 
sylvania Railroad. 

Interchange of passengers with Washington National Airport is discussed in 
(a) above, while air-traffic patterns are discussed in (d) below. 

(c) The impact on the community in which the airport will be placed 

Burke.—The Burke site is located in a relatively isolated and underdeveloped 
section of Fairfax County, Va. It is largely second growth timberland, some 
of which is burned over. Not to exceed 20 percent of the site is under cultivation 
or used for grazing. There has been no marked indication of residential develop- 
ment either in the area or on the site. A total of 31 improved parcels remain to be 
acquired within the limits of the site. The nearest concentrations of development 
are in the Springfield, Annandale, and Fairfax areas, 3 to 5 miles distant. 

Chantilly—The Chantilly site is located southwest of the town of Herndon, 
Va., in Loudoun and Fairfax Counties. It is, for the most, highly developed 
into dairy farms and generally considered to be the best farmland in Fairfax 
County. It is estimated that there are 70 improved parcels within the limits of 
the site. The overall population of the area, within a radius of 3 to 5 miles, is 
relatively low. 

Baltimore’s Friendship Airport is already in operation, hence there is no discus 
sion of its impact, except to point out that it has not been a deterrent to the 
development of the surrounding area. As a matter of fact, there is considerable 
new development in the immediate vicinity. 

(d) A study of air-traffic patterns 

Adequate air-traffic patterns can be developed for either the Burke or Chantilly 
site. 

CAA has made extensive studies of the patterns that can be developed for 
operation at Burke, Chantilly, and Friendship. 

The parallel north-south configuration of runways at Burke and Washington 
National Airport together with the distance between runways (approximately 
12.5 miles) will permit simultaneous nonconflicting approaches to both airports. 
Proposed traffic patterns serving these airports have been developed in such a 
fashion as to reduce potential points of conflict to a minimum. 

The same general situation is true with respect to the Chantilly site, except 
that the greater maneuvering room allowed by the added distance between air- 
ports allows somewhat more flexibility in the arrangement of patterns and will 
permit some slight improvement in the traffic-control situation. 

The studies show that the east-west runway layout at Baltimore Friendship 
Airport, together with the associated traffic patterns required to serve this run- 
way layout creates a traffic-handling problem of considerable magnitude on 
the heavily traveled airways connecting Washington with Philadelphia, New 
York, and Boston. As a result the expansion of activity at Baltimore Friend- 
ship will result in the least desirable situation from the standpoint of the air- 
traffic patterns and associated traffic-control problems involved. 


(e) Availability of land 


At both Burke and Chantilly there is sufficient land available with low popu- 
lation density to make possible the development of an airport of the size and 
type proposed, without displacing large numbers of residents. The land at 
Surke can, it is believed, be acquired at less cost than can land in the Chantilly 
area. 

Land is available for expansion of Baltimore’s Friendship Airport to bring 
it up to Intercontinental Express standards. Because of the more highly de- 
veloped character of the area, however, it is believed that the land would be 
quite expensive. 
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FLIGHT PATTERNS 


Mr. Bow. What would be your situation as far as your flight pat- 
tern is concerned between Burke and Friendship ? 

Mr. Pyze. I think rather than going into generalities, I would like 
Mr. Chandler to speak to this point. He is our traffic-control expert. 

Mr. Cuanpter. If you will ask the question again, Congressman 
Bow 

Mr. Bow. What is the comparison between what your flight pattern 
would be at Burke and your flight pattern at Friendship, so far as 
efficient operation ? 

Mr. Cuanpter. As far as efficiency is concerned, under instrument 
operations at Burke we anticipate with dual runways we would prob- 
ably get 80 operations per hour. That is anticipating 40 per runway, 
our standards upon which we base our airport construction and 
requirements. 

Friendship would also have a capability of 40 single runway 
operations. 

Mr. Bow. The same operation ? 

Mr. Cuanpter. That 1s right. 

Mr. Bow. How about the traffic in the flow pattern ? 

Mr. Cuanpter. This is a hard one to answer unless you can be 
more specific in terms of what you mean. 

Mr. Bow. I mean the number of flights going in and around the 
airport. 

Mr. Cuanpier. There would be no difference in terms of the run- 
way occupancy for each runway because we have standards which 
we operate upon at all times. 

Mr. Bow. I am talking about in-flight operations. 

Mr. Pytr. I think, if 1 can interject, Mr. Bow 

Mr. Bow. You can probably put it in better language than I do. 

Mr. Pyxe. You are speaking of the problem from an overall] airway 
standpoint ? 

Mr. Bow. Yes. 

Mr. Pyte. In other words, not only the immediate traffic for Friend- 
ship, but the through traffic. 

Mr. Bow. Yes. 

Mr. Cuanpter. Friendship complicates the airway structure even 
today in terms of its location, relating to the air traffic from New York, 
the South, and the West. Burke would give us less confusion in the 
area. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Rooney. Mr. Horan? 

Mr. Horan. First, Mr. Chairman, I wanted to commend Mr. Pyle 
and his colleagues on some very good testimony here. They have an- 
swered all the questions. I think they all recognize we do have an air 
traffic problem around Washington. a 

I only have a couple of questions or a couple of observations and I 
am through. 

It has been established, I think, that this airport would pay for it- 
self. Has that been established ? 

Mr. Pye. This is the objective that we are shooting toward. Now, 
perhaps Mr. Harper could amplify my statement. In other words, 
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this airport we anticipate will be no burden to the taxpayer. That is 
the simplest way to put it. 


AUTHORIZING LEGISLATION 


Mr. Horan. Has it been established that the authorization of the 
81st Congress allows for only $14 million ? 

Mr. Pye. I would go back to the answer that Mr. Moore gave. 

Mr. Horan. We have had quite a bit of testimony on that. I am 
trying to sum up here. 

Mr. Rooney. I think it might be well if there was inserted at this 
point in the record the full text of Public Law 762, 8ist Congress, 
which authorized an additional airport for Washington. 

Mr. Horan. I think we should put that in there. 

(The document referred to follows :) 


{[Pustic Law 762—Sl1st CoNGREssS ] 
[Cuaprer 905—2p SEssIon ] 
[S. 456] 


An Act To authorize the construction, protection, operation, and maintenance of a public 
airport in or in the vicinity of the District of Columbia 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce (hereinafter 
referred to as the “Secretary’’) is hereby authorized and directed to construct, 
protect, operate, improve, and maintain within or in the vicinity of the District 
of Columbia, a public airport (including all buildings and other structures neces- 
sary or desirable therefor). 

Sec. 2. For the purpose of carrying out this Act, the Secretary is authorized 
to acquire, by purchase, lease, condemnation, or otherwise (including transfer 
with or without compensation from Federal agencies or the District of Columbia, 
or any State or political subdivision thereof), such lands and interests in lands 
and appurtenances thereto, including avigation easements or air-space rights, as 
may be necessary or desirable for the construction, maintenance, improvement, 
operation, and protection of the airport: Provided, That before making commit- 
ments for the acquisition of land, or the transfer of any lands, the Secretary shall 
consult and advise with the National Capital Park and Planning Commission as 
to the conformity of the proposed location with the Commission’s comprehensive 
plan for the National Capital and its environs, and said Commission shall, upon 
request, submit a report and recommendations thereon within thirty days: Pro- 
vided further, That the choice of site by the Secretary shall be made only after 
consultation with the governing body in the county in which the airport is to be 
located, with respect to the suitability of the site to be selected, and its possible 
impact on the vicinity. 

Sec. 3. For the purposes of this Act, the Secretary is empowered to acquire, 
by purchase, lease, condemnation, or otherwise (including transfer with or with- 
out compensation from Federal agencies or the District of Columbia, or any State 
or political subdivision thereof), rights-of-way or easements for roads, trails, 
pipelines, powerlines, railroad spurs, and other similar facilities necessary or 
desirable for the construction or proper operation of the airport. 

The Secretary is authorized to construct any streets, highways, or roadways 
(including bridges) as may be necessary to provide access to the airport from 
existing streets, highways, or roadways. Upon completion of construction of any 
street, highway, or roadway within the District of Columbia, such street, high- 
way, or roadway shall be transferred to the District of Columbia without charge, 
and thereafter shall be maintained by the District of Columbia. Upon construe- 
tion of any street, highway, or roadway within a State or political subdivision 
thereof, such street, highway, or roadway may be transferred to such State or 
political subdivision thereof, without charge, on the condition that such street, 
highway, or roadway thereafter be maintained as a public street, highway, or 
roadway by such State or political subdivision thereof. 
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Sec. 4. The Secretary shall have control over and responsibility for the care, 
operation, maintenance, improvement, and protection of the airport, together with 
the power to make and amend such rules and regulations as he ‘may deem neces- 
sary to the proper exercise thereof: Provided, That the authority herein con- 
tained may be delegated by the Secretary to such official or officials of the Depart 
ment of Commerce as the Secretary may designate. 

Sec. 5. The Secretary is empowered to lease under such conditions as he may 
deem proper and for such periods as may be desirable space or property within or 
upon the airport for purposes essential or appropriate to the operation of the 
airport: Provided, That no lease for the use of any hangar or space therein shall 
extend for a period exceeding three years, 

Sec. 6. The Secretary is authorized to contract with any person for the fur- 
nishing of supplies or performance of services at or upon the airport necessary 
or desirable for the proper operation of the airport, including but not limited to, 
contracts for furnishing food and lodging, sale of aviation fuels, furnishing of 
aircraft repairs and other aeronautical services, and such other services and 
supplies as may be necessary or desirable for the traveling public. No such 
contract, not including contracts involving the construction of permanent build- 
ings or facilities, Shall extend for a period of longer than five years, except the 
restaurant. The provisions of section 3709 of the Revised Statutes shall not 
apply to contracts authorized under this section, to leases authorized under sec- 
tion 5 hereof, or to contracts for architectural or engineering services necessary 
for the design and planning of the airport. 

Sec. 7. Any executive department, independent establishment, or agency of 
the Federal Government or the District of Columbia, for the purposes of carrying 
out this Act, is authorized to transfer to the Secretary, without compensation, 
upon his request, any lands, interests in lands (including avigation easements or 
airspace rights), buildings, property, or equipment under its control and in excess 
of its own requirements, which the Secretary may consider necessary or desirable 
for the construction, care, operation, maintenance, improvement, or protection of 
the airport. 

Sec. 8 (a) The Secretary, and any Department of Commerce employee ap- 
pointed to protect life and property on the airport, when designated by the Secre- 
tary, is hereby authorized and empowered (1) to arrest under a warrant within 
the limits of the airport any person accused of having committed within the 
boundaries of the airport any offense against the laws of the United States, or 
against any rule or regulation prescribed pursuant to this Act; (2) to arrest 
without warrant any person committing any such offense within the limits of the 
airport, in his presence; or (3) to arrest without warrant within the limits of the 
airport any person whom he has reasonable grounds to believe has committed a 
felony within the limits of the airport. 

(b) Any individual having the power of arrest as provided in subsection (a) 
of this section may carry firearms or other weapons as the Secretary may direct 
or by regulation may prescribe. 

(c) The United States Park Police may, at the request of the Secretary, be 
assigned by the Secretary of the Interior, in his discretion, to patrol any area 
of the airport, and any members of the United States Park Police so assigned are 
hereby authorized and empowered to make arrests within the limits of the airport 
for the same offenses, and in the same manner and circumstances, as is provided 
in this section with respect to employees designated by the Secretary. 

(d) The officer on duty in command of those employees designated by the 
Secretary as provided in subsection (a) of this section may accept deposit of 
collateral from any person charged with the violation of any rule or regulation 
prescribed under this Act, for appearance in court or before the appropriate 
United States Commissioner: and such collateral shall be deposited with such 
United States Commissioner, 

Sec. 9. The Secretary may enter into agreements with the State, or any politieal 
subdivision therecf, in which the airport or any portion thereof is situated, 
for such State or municipal services as the Secretary shall deem necessary to the 
proper and efficient operation and protection of the airport, and he may, from 
time to time, agree to modifications in any such agreement: Provided, however. 
That where the charge for any such service is established by the laws of the 
State. the Secretary may not pay for such service in excess of the charge so 
established. 

Sec. 10. Any person who knowingly and willfully violates any rule, regula- 
tion, or order issued by the Secretary under this Act shall be deemed guilty of 
a misdemeanor and upon conviction thereof shall be subject to a fine or not more 
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than $500 or to imprisonment not exceeding six months, or to both such fine and 
imprisonment. 

Sec. 11. Unless the context otherwise requires, the definitions of the words 
and phrases used in this Act shall be the definitions assigned to such words and 
phases by the Civil Aeronautics Act of 1938, as amended. 

Sec. 12. There is hereby authorized to be appropriated the sum of $14,000,000 
for the purpose of carrying out the provisions of this Act, said appropriation to 
remain available until expended. There are hereby authorized to be appropri- 
ated from year to year such sums as may be necessary for the proper develop- 
ment, improvement, maintenance, protection, control, and operation of said airport 
or as may be otherwise necessary to carry out the purpose of this Act. 


Approved September 7, 1950. 


Mr. Harper. Our General Counsel has given us a written opinion 
which seems to support a position that this is not binding; that the 
final answer would have to come from the Parliamentarian of the 
House. 

Mr. Rooney. It might be well if that opinion were inserted at this 
point in the record. 

Mr. Pytz. We will doso. 

(The document referred to follows:) 


DEPARTMENT OF COMMERCE, 
Crvm AERONAUTICS ADMINISTRATION, 
Washington, July 13, 1956. 
Subject: Opinion re section 12 of Public Law 762, 81st Congress. 

The question has arisen whether the current appropriation request for the 
construction of an airport under the act of September 7, 1950 (64 Stat. 770), is 
subject to a point of order on the floor of Congress, due to the fact that the 
amount.requested in such appropriation is in excess of the $14 million mentioned 
in the first sentence of section 12 of that act. It does not appear that such ap- 
propriation request is, as a matter of law, subject to a point of order on those 
grounds. 

Section 12 of the act in question reads as follows: 

“There is hereby authorized to be appropriated the sum of $14,000,000 for the 
purpose of carrying out the provisions of this Act, said appropriation to remain 
available until expended. There are hereby authorized to be appropriated from 
year to year such sums as may be necessary for the proper development, improve- 
ment, maintenance, protection, control, and operation of said airport or as may be 
otherwise necessary to carry out the purpose of this Act.” 

The first sentence standing alone would constitute a limitation on the amount 
of appropriation authorized, and thus support a point of order raised with respect 
to a larger appropriation. However, it does not stand alone. The sentence is 
followed by another, authorizing further appropriation for construction. These 
2 sentences combined authorize an appropriation of $14 million to be supple- 
mented by further appropriation as may be necessary for “the proper develop- 
ment (and) improvement * * * of said airport.” This language is precisely ap- 
propriate to execute the express intent of the Department of Commerce as 
stated by the Administrator of Civil Aeronautics, Mr. D. W. Rentzel, before a 
subcommittee of the House Interstate and Foreign Commerce Committee on May 
19, 1950. In that statement, Mr. Rentzel made it clear that the Department 
would undertake initially only so much construction and expenditure at the air- 
port as would be necessary to take care of the traffic forecast for the Washington 
metropolitan area by 1955. Thereafter, further development of the airport would 
be necessary as the air traffic in the Washington metropolitan area expanded. 
Mr. Rentzel’s statement in this respect appears on page 84 of the hearings before 
the subcommittee of the Committee on Interstate and Foreign Commerce, House 
of Representatives, 81st Congress, 2d session, on H. R. 7241 and S. 456. His state- 
ment is as follows: 

“In the construction of this new airport for Washington, D. C., this admin- 
istration will make every effort to avoid underestimating the potential develoyy 
ment of the air transportation industry. Our original construction program 
will be designed to provide only those facilities for which there will be a need 
by the air traffic forecast to exist in 1955. 
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“However, in acquiring land, developing the master plan for the airport, ana 
in constructing those runways, buildings, and other facilities needed to meet the 
traffic needs of 1955, we shall be guided by the principle that expansion of such 
facilities to handle additional traffic at a minimum cost must be possible.” 

This language clearly indicates that the airport to be built under this legisla- 
tion was to be built in stages. The first stage of construction would be only that 
necessary for the air traffic surplus to Washington National Airport that would 
exist in 1955. As additional air traffic in the Washington metropolitan area 
developed, additional facilities would be provided at the second airport. The 
fact that it was intended to construct this airport by stages is borne out by Mr. 
Rentzel’s further testimony before the same committee on July 7, 1950, appearing 
at page 141 of the report of those hearings, where Mr. Rentzel stated : 

“Our original estimate was $14 million for facilities other than hangars. I 
think $14 million covers 1 hangar and administration building. Those are reve- 
nue-producing, self-amortizing facilities, of course. As they were needed, they 
would be added to on that basis, so that the total expenditure might run as high 
as $24 million.” 

In view of this background, there seems to be little doubt that Congress, in 
writing section 12 of the law here in question, envisioned an appropriation under 
that statute of an initial amount of $14 million to handle 1955 traffic, which 
amount would be supplemented from time te time by further appropriation for 
additional construction to develop and improve the airport as the need therefor 
became apparent. In writing the law in this fashion, the Congress was obviously 
making it possible for the executive branch to carry out its airport construction 
in the way it proposed. Thus, the figure of $14 million set forth in section 12 
is not intended by Congress, nor does it constitute, a limitation on the total 
amount of funds authorized to be appropriated under the act of September 7, 
1950 (64 Stat. 770). The second sentence of that same section clearly authorizes 
appropriation for construction over and above the amount of $14 million specified 
in the first sentence, and the whole section read together, particularly in view 
of the testimony referred to above, makes it clear that Congress understood that 
the ultimate total cost of the airport would be far in excss of the $14 million set 
forth in section 12, and specifically provided for appropriations in excess of that 
amount. 

In this connection, it should be pointed out that the $14 million amount clearly 
relates to the testimony of the Administrator that such figure represented the 
cost of only so much of the original construction as was necessary to accommodate 
traffic forecast for the Washington metropolitan area in 1955. The figure of 
$14 million is not mentioned elsewhere in the hearings. This is the only possible 
source of the figure. Its use by Congress must be limited to the framework of 
fact on which it was premised, i. e., construction of only a limited facility te be 
supplemented by further appropriation for additional construction as needed. 

Due to delay in the construction of the airport, we are now faced with the 
problem of providing an airport to handle air traffic forecast to exist in the Wash- 
ington metropolitan area for 1960. Therefore, the appropriation request cur- 
rently submitted is one that not only includes the $14 million necessary for the 
construction of the initial facility required to accommodate the air traffic for 
1955, but also the additional sums specifically authorized by the second sentenee 
of section 12, which necessarily would have been requested for further develop- 
ment and improvement of th airport as the air traffic potential of the Washing- 
ton metropolitan area continued to generate larger and larger volumes of air 
traffic. Consequently, the $14 million figure mentioned in the first sentence of 
section 12 is not a limitation on the appropriation authorized by the act in 
question at this time. At the most, it was a limitation on the construction of an 
initial facility for a purpose no longer applicable due to the passage of time. 
Therefore, it is my opinion that the current appropriation request, based on both 
authorizations of section 12, is not, as a matter of law, properly subject to a 
point of order on the floor of Congress due to the fact that it is in excess of 
the $14 million figure mentioned in the legislation. 


JaMEs M. DIKEMAN, Acting General Counsel. 
COST OF LAND AT BURKE 
Mr. Horan. By courtesy of Mr. Pyle, I have flown over this area. 


I cannot understand for the life of me why we have to spend $450 
an acre for that land. 
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Mr. Pyte. Mr. Chairman, if I could, before answering this question, 
it reminds me of something I would like to do, if it be the com- 
mittee’s wish. If it would be helpful in consideration of this problem, 
we will make a plane available and I personally will take any of the 
members over the various sites we have been talking about, each and 
every one of them, so that you will have have a firsthand opportunity 
to see the problem from the air. 

I think that has obvious advantages. I know time is a big problem, 
but we will do it, even over the weekend, if it be the committee’s wish. 

Mr. Harper. As far as the cost is concerned, the Department of 
Justice—— 

Mr. Horan. I read the justification. 

Mr. Harper. They came up with an estimate based on their con- 
demning and acquiring the parcels we now have, plus the increased 
values. They have estimated that this $450 per acre is what we will 
have to pay to get it. We have not gone beyond that, because they 
are the agency that will get it for us. 

Mr. Horan. I think that is way too high for that type of land 
down there. 

That is all, Mr. Chairman. 

Mr. Roonry. Mr. Laird. 


PARTIAL FUNDING UNDER PRESENT APPROPRIATION REQUEST 


Mr. Latrp. Mr. Chairman, it would seem to me that there is a real 
question over the authorization that is involved there for this particu- 
lar airport, and from the figures that I have here, there would be 
an unappropriated authorization left of approximately $12,900,000 
available to be appropriated to start the work on this airport. 

_I would like to ask Mr. Moore whether he does not agree that grant- 
ing any appropriation less than the cost of the airport is tantamount 
to contract authority ? 

Mr. Moore. I would make that assumption; yes, Mr. Laird. 

Mr. Larrp. So that if we grant an appropriation here which is less 
than your estimate, which runs in the neighborhood of $48 million, 
what we are actually doing is giving you authority to go forward and 
commit the Congress and commit the Federal Government to the full 
appropriation for this particular project ? 

Mr. Moorr. No. We could only obligate the amount of money you 
give us. We could not go past that. 

Mr. Rooney. You could not enter into any contract unless you 
had the money. 

Mr. Moore. That is right. 

Mr. Larrep. I am not saying they could enter into any contract. 
I say it is tantamount to contract authority once you started to spend 
the total amount of $14 million on it. I do not see how you could 20 
backward on it once you go that far. 

Mr. Horan. You have made a commitment. 

Mr. Moore. That is what I believe. 

Mr. Harrer. You will not get a usable airport for $14 million. We 
are going to have to spend the rest up to $35 million to get a usable 
facility. I think that is Mr. Laird’s point. We cannot commit the 
Government for more than $14 million, but we can be in the position 
of having to spend the $21 million or waste the $14 million. 
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Mr. Latrp. That is the point I was trying to make. 

Mr. Rooney. As I selena it, the Congress having previously 
appropriated $1 million back around 1951, and then in 1952 having 
turned down a further appropriation approved by the Appropriations 
Committee of the House, with this matter now back here before us, 
should we appropriate anything at all, it would be a clear indication 
that we are to have a completed airport at Burke and we are subse- 
quently going to have to appropriate the amount of money required 
to finish a usable airport there. 

Mr. Latrp. I thought it important that the record show that this 
is what we are actually discussing here today, because certainly if we 
do go ahead and appropriate up to the authorization figure, we cannot 
go backward. 

Mr. Moore. That is right. 

Mr. Foon. If the gentleman will yield, I am sure he knows exactly 
what the distinction is, but in the defense area, in the Defense Sub- 
committee, we make what are actually contract authorizations, where 
not only do we do what we are doing here, but we take the next step 
and actually permit the various defense procurement people to make 
the contracts because of the lead time on whatever we are buying or 
making. 

That is not quite this case. 

Mr. Latrp. That is why I use the word “tantamount.” 

Mr. Froop. This is not actually a contract obligation. 

Mr. Laren. I do not believe we are actually giving any contract au- 
thority here. I believe we are, in effect, approving the total amount 
of $48 million. 

Mr. Fioop. If you mean we are not going to put $14 million into a 
hole and walk away when we need an airport, you are quite right, 
at least in my opinion. 

Mr. Latrp. That is right. 


APPROPRIATIONS TO DATE 


I would like to put in the record at this point, Mr. Chairman, the 
appropriations that have been made up to date for this additional air- 
port facility at Burke, Va. 

Mr. Rooney. Very well. This statement shall be so inserted at this 
point. 

(The document referred to follows:) 


Appropriations for additional Washington airport 


Fiscal year Public Law Appropriation Interest Total 
1951 843, Sist Cong., 2d sess__ $1, 000, 000 $1, 000, 00@. 00 
1954 357, 83d Cong., 2d sess 34, 541 $2, 552. 42 37, 093. 42 
1955 663, 83d Cong., 2d sess 16, 297 276. 64 16, 573. 64 
1957 814, 84th Cong., 2d sess 2, 429 706. 75 3, 135. 75 
Total appropriations to 1, 053, 267 3, 535. 81 1, 056, 802. 81 


date. 


If there are no further questions, please accept our thanks, gentle- 
men. 
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STATEMENTS oF INTERESTED INDIVIDUALS AND ORGANIZATIONS 


We shall at this point in the record insert the following letters and 
memorandums: The first is a letter addressed to the chairman of this 
subcommittee, the distinguished gentleman from Georgia, Mr. Pres- 
ton, by the Air Transport Association of America; a letter and state- 
ment addressed to the chairman of the subcommittee by Senator John 
Marshall Butler, of Maryland; a statement by Senator J. Glenn Beall, 
of Maryland; a letter and enclosure addressed to the chairman of the 
subcommittee by the Atlantic Research Corp.; a letter and enclosure 
addressed to the chairman of the subcommittee by the Greater Wash- 
ington Industrial Council, Washington, D. C.; and a letter and en- 
closure addressed to the chairman of the subcommittee by the Citi- 
zens Committee for Burke Airport, Annandale, Va. 

(The documents referred to follow :) 


ATR TRANSPORT ASSOCIATION OF AMERICA, 


Washington D. C., July 81, 1957. 
Hon, Prince H. Preston, 


Chairman, Subcommittee on Commerce, 
House Appropriations Committee, 
Washington, D. C. 


DEAR Mr. CHAIRMAN: As you committee knows, the Air Transport Association 
supports the establishment of a second commercial airport to serve Metropolitan 
Washington. We ‘have favored the Burke site since it was first selected by the 
appropriate Government agency, and we have testified to that effect on nu- 
merous occasions before various congressional committees. 

In the interest of conserving the time of your committee, and expediting the 
committee’s consideration of the President’s request for an appropriation to pro- 
ceed with the construction of the airport at Burke, Va., we are submitting a 
written summary of our views. 

This statement is enclosed herewith and a copy is being furnished to each 
member of your committee. 

Should the committee desire to have oral testimony, we will be pleased to 
appear at your convenience. 

Sincerely yours, 
S. G. Trpron, President. 


A SEconp AIRPORT FOR THE NATION’S CAPITAL 


The need for a second airport to serve Washington continues to increase ana 
shows no sign of diminishing. It is continually made clear that the present 
facilities are inadequate. 

During the first 6 months of 1956, Washington National Airport handled 
124,457 landings and takeoffs. During the first 6 months of this year, the total 
of these operations was 135,892. Moreover, during the peak periods of recent 
days, the airport has handled as many as 82 landings and takeoffs in 75-minute 
periods. 

A recent spot check of Washington National activity on a quiet weekday after- 
noon produced this revealing information. From noon to 5 p. m. 188 commercial 
flights landed and took off. Of these, a total of 132 suffered delays. The 47 
delayed incoming flights inconvenienced 952 passengers. The problem caused by 
congestion at the airport was even more striking in the case of outgoing flights. 
There were 85 flights held up from gate to takeoff, inconveniencing 2,014 passen- 
gers. The planned parallel runways at the proposed second airport would help 
to ease this problem. 

It is generally agreed that the ground-handling facilities at Washington Na- 
tional cannot be greatly improved. A second terminal building, for instance, 
might be constructed but that would divide operations and cause great incon- 
venience to passengers. 

There is no argument that Washington needs a second airport. The question 
is where it should be. 

One group says traffic that cannot be handled by Washington National should 
use Baltimore’s Friendship International on a permanent basis. Another group 
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says the new airport should be built at Burke in Fairfax County, while still an- 
other group backs another site near Chantilly, also in Fairfax County. Other pro- 
posals have also been made. 

The Air Transport Association, after careful study of all the proposals, con- 
tinues to hold its position in favor of the Burke site. The reasons for this stand 
are simple and clear. 

The experts—men in the Civil Aeronautics Administration who are charged 
with the responsibility of developing airports—have said, and continue to say, 
that Burke is the best location. They say: 

(1) Ground travel time between Burke and Washington is relatively much 
less than it is between Friendship and Washington. On the average, it takes at 
least 20 minutes longer to go from Washington to Friendship than it does from 
Washington to Burke. With the majority of Washington’s air travelers flying 
short trips—that is, less than 300 miles—that extra 20 minutes or longer travel 
on the ground means that at least one-fifth of those passengers’ city-to-city travel 
time is going to be spent in slow surface travel at one end of the trip alone. 

(2) Friendship was never meant to serve Washington. It was designed and 
built to serve Baltimore. Baltimore needs its own airport. It would be a dis- 
service to both Washington and Baltimore travelers to try to accommodate Wash- 
ington passengers at Baltimore’s airport. 

(3) Airports serving the same city must be as close together as safety will 
allow if the traveling public is to be served properly. Connecting passengers— 
those who arrive on one flight and board another to continue their trip—will not 
stand for a long ride on the ground in the middle of their trip. The travel time 
between Burke and Washington National would only be 18 minutes but a pas- 
senger changing planes would need an hour and 15 minutes to go from Friend- 
ship to Washington National. 

(4) Much of the preliminary work has already been done on the Burke 
location, such as the necessary engineering surveys and the purchase of some of 
the ground. 

(5) Burke is designed as a model, modern airport which the Nation’s Capital— 
the capital of the world—certainly should have. 

The recommendation of the Federal Government is sustained by the operational 
experience of our member airlines at airports throughout the world. There- 
fore, ATA concurs with the site selection of Burke as proposed by President 
Fisenhower. 

Chantilly, the other Fairfax County site, has only recently been revived as 
a proposed site for Washington’s second airport. From an air traffic control 
standpoint, the ATA has no objection whatsoever to Chantilly. 

Chantilly, however, is a site that was surveyed by the CAA in its original 
search for the spot for Washington’s second airport. It was rejected by the 
CAA mainly on grounds that the surface travel time between Chantilly and 
Washington National would be excessive. A review of the Virginia highway 
program, in our opinion, indicated that it will be many years before the Chantilly- 
to-Washington trop is improved. CAA is currently conducting another survey 
of the Chantilly site. 

In the meantime, the Association feels that no matter which northern Virginia 
site is chosen, Friendship will have to serve as a secondary air terminal for 
Washington for at least a part of the construction period. But Friendship will 
never be able to serve the air travelers to and from the Nation’s Capital on a 
permanent basis. 

AIR TRANSPORTATION ASSOCIATION, 


Washington, D. C. 
JULY 26, 1957. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FORIGN COMMERCE, 
July 31, 1957. 
Hon. Prince H. PRESTON, 
Chairman, Subcommittee on Commerce and Related Agencies, 
House Appropriations Committee, House of Representatives, 
Washington, D. C. 

DEAR Mr. CHAIRMAN: Today, your subcommittee begins consideration of the 
President’s request for $35 million to begin construction of a second airport for 
the Nation’s Capital at Burke, Va. I steadfastly believe that the expenditure of 
this amount, and additional sums totaling an estimated $100 million which would 
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be needed to complete such a project, is unnecessary and a flagrant waste of 
the taxpayers’ money in view of the availability of Friendship International 
Airport. 

I would appreciate your giving consideration to the factors outlined in the 
enclosed statement presenting my views in greater detail and including it in the 
official record of your committee. 

With best wishes and kindest regards, I am 

Sincerely yours, 
JOHN MARSHALL BUTLER, 
United States Senator. 


STATEMENT BY SENATOR JOHN MARSHALL BUTLER OF MARYLAND 


So that there can be no doubt as to where I stand on the request for an 
appropriation of almost $35 million by way of an “initial”? outlay—and I want to 
emphasize the fact that the proponents of this request admit it to be just that— 
let me state that I am unequivocally opposed to any appropriation whatsoever 
for construction of an unnecessary airport at Burke, Va. 

It is estimated that the construction of this project, if approved, would ulti- 
mately involve an expenditure of nearly $100 million of Federal funds which can 
only be characterized as a flagrant boondoggle. Once the people know the facts— 
and rest assured the truth will out sooner or later—they will recognize that a 
willful and deliberate raid has been attempted on the Treasury of the United 
States. 

I recognize that these are serious charges. I have not made them lightly or 
in jest. I know that my opponents—who make up the powerful airline lobby and 
those who have been duped by it—will say that I am just trying to fight again 
the battle of Friendship International Airport. The fact is, I could not care less 
what these professional lobbyists say about me. 

There is presently existing in nearby Maryland one of the fiinest airports in 
the Nation; ready, willing, able, and anxious to serve as the second airport for 
this area. I refer to Friendship International Airport. Built as a regional 
facility, at a cost of $15 million, $2 million of which was supplied by the Federal 
Government, this excellent modern-day airport has a capacity available for im- 
mediate utilization. Indeed, here is an opportunity for the taxpayers to obtain 
something for nothing, rather than being required to spend many, many millions 
unnecessarily. 

The critics of Friendship Airport—mostly those professional lobbyists to which 
I have referred—argue that Friendship must be eliminated from all considera- 
tions by reason of the fact that air passengers would be subjected to an addi- 
tional 10 minutes in traveling time. This is always the focal point of their argu- 
ments—these self-serving lobbyists rarely express their real purpose of endeavor- 
ing to obtain another airport at no expense to themselves. In the essential drive 
to achieve greater governmental economy, the Congress cannot possibly justify 
an expenditure of nearly $100 million to save 10 minutes, for just one segment 
of the traveling public. To even suggest such a boondoggle is ridiculous. 

JULY 31, 1957. 








STATEMENT BY SENATOR J. GLENN BEALL, OF MARYLAND 


Mr. Chairman, I do not like to repeat myself but I shall do so today for the 
sake of emphasis. What I want to reiterate is exactly what I have been saying 
since the ill-advised Burke Airport plan was first proposed. It is this: Any con- 
struction of an airfield at Burke, Va., woud be nothing more than an extravagant 
expenditure of funds for an unnecessary airport in an area which is already 
overcrowded with air traffic and where the residents and their Representatives 
in the Congress have bitterly opposed having such a useless project foisted upon 
them. How anyone can attempt to talk economy out of one side of his mouth and 
ask for millions for a boondoggle out of the other is completely incomprehensible 
to me. But that is just what is being done by those who advocate fiscal responsi- 
bility one moment and almost drown out their own words by calling for an initial 
expenditure of $35 million—which, it is obvious, will be doubled or trippled be- 
fore their plan is completed—for a facility which will not even be able to dupli- 
eate advantages which are now in existence and are waiting to be used. In the 
interests of safety, economy, and efficiency, the Congress must kill and bury the 
Burke plan and provide for the immediate utilization of the excellent, accessible 
facilities of Friendship International Airport. 





i 
' 
| 


eR 


ERE 





649 


ATLANTIC ReSEAKCH CORP., 
Alexandria, Va., July 29, 1957. 
Hon. PRINCE H. PRESTON, 
House of Representatives, Washington, D. C. 


DeAR Sm: This letter is prompted by your interest in the establishment of 
Washington’s second national airport. Enclosed is a letter I wrote a few days 
ago on this subject te the Fairfax County Board of Supervisors endorsing the 
Burke site. 

Sincerely, 
ArcH Scur.ock, President. 


ATLANTIC RESEARCH CorpP., 
Alexandria, Va., July 15, 1957. 
Mr. JAMES KEITH, 
Chairman, Fairfax County Board of Supervisors, 
Fairfax, Va. 

Dear Mr. Kerru: I wish to reaffirm the opinion which I recently expressed to 
you regarding establishment in Fairfax County of the second national airport. 
I believe that the location of the airport in Fairfax County will be of inestimable 
benefit to our community and that the preferable location is Burke. 

Since our company and most of our staff expect to be permanent residents of 
Fairfax County, it is natural for me to give first consideration to the effect that 
any important decision will have on our community. In the case of location of 
the airport, however, my views are also based on the broader considerations 
that will vitally affect the future well-being of the entire Metropolitan Wash- 
ington area. 

My conclusion that Burke is Washington’s best choice is based on the fol- 
lowing considerations : 

1. Impartial, responsible, and expert aviation agencies have examined Wash- 
ington’s aircraft traffic patterns and air transport requirements and have 
recommended Burke as best situated for the new airport. The Air Transport 
Association, the Washington Board of Trade, and other groups with independent 
expert status and areawide perspective have concurred with this recommen- 
dation. 

I believe such impartial, expert opinion should be given great weight because 
of the highly technical considerations involved. 

2. As a member of the industrial community of Greater Washington, I have 
some personal appreciation of the factors that make an airport location attrac 
tive to industry. Burke's location is close to labor markets and transportation. 
It is close to Shirley Highway and borders on the Southern Railway. In these 
respects, it is exceptionally well located to serve Washington’s industries 
effectively. 

3. The short and fast access to the center of ‘Washington and to the existing 
Washington National Airport is an obvious advantage to industry and the in- 
dividual traveler alike. 

It is recognized that the Fairfax County Board of Supervisors has a primary 
responsibility to act in the county’s best interests in addition to recognizing the 
broader metropolitan needs that also affect the county’s future. Therefore, it 
was good to learn from public statements that the supervisors believe that Fair- 
fax County would benefit through location of the second airport there, and I 
think that from the county’s viewpoint, there are at least two strong arguments 
that favor Burke over Chantilly, the only other county site that has been seriously 
proposed: They are: 

1. Industries whose location is influenced by the airport site may not settle 
in Fairfax County if the airport is placed at Chantilly, resulting in significant loss 
of tax revenues to Fairfax. Chantilly is very close to the Loudoun County border, 
where the tax rate is only a third of that of Fairfax County’s—a persuasive in- 
ducement for new industries to locate in Loudoun County. 

2. Sewer, water, and other county services required by the new airport can 
be provided more readily to the Burke location and would fit better with an- 
nounced plans of orderly county development. 

Certainly, there are many factors which must be considered in determining the 
best location of the second national airport. After an examination of the problem 
from several aspects, I am convinced that the Burke site is our best choice and 
that every effort should be made to move forward promptly with the job of estab- 
lishing air operations there, lest the price of further deliberations be a permanent 
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loss of industrial growth potential for our area. 
I respectfully urge you, and other members of the board of supervisors, to con- 
tinue with a thorough study of Burke, as well as other proposed sites. 
Sincerely, 
ARCH ScurRLOcK, President. 


GREATER WASHINGTON INDUSTRIAL COUNCIL, 
Washington, D. C., July 80, 1957. 
Hon. PRINCE H. PRESTON, 
House of Representatives, Washington, D.C. 


Dear Sire: I have been authorized by our executive committee to send you the 
attached resolution by the Greater Washington Industrial Council, endorsing the 
Burke site, pursuant to action taken by that committee on July 10, 1957. 

As an association representing manufacturers, and research and development 
companies of the Washington metropolitan area, we are very much interested in 
seeing the second airport located effectively for our members, and believe we can 
offer worthwhile comment on the effect of an airport location in attracting desir- 
able new industries to Washington. 

The committee that investigated this issue was composed of executives in several 
of the member companies of the council and their report has been duly approved 
by our executive committee. In its review, the airport study committee con- 
sidered the broader aspects of air traffic safety and the general impact on the 
local community, in addition to its examination of the industrial factors. A point- 
by-point summary of this committee’s findings is incorporated in this resolution. 

Sincerely yours, 
HAROLD M. DUDLEY, 
Executive Secretary. 


RESOLUTION ENDORSING BURKE AS THE SITE OF THE SECOND NATIONAL AIRPORT 
FOR THE WASHINGTON METROPOLITAN AREA 


The Greater Washington Industrial Council, an association of manufacturers 
and research and development companies in the Washington metropolitan area, 
hereby endorses the Burke site as the most advantageous location for the second 
national airport in the Washington metropolitan area. 

A committee of the council has examined the major airport usage factors 
that are influenced by location. In this examination, particular attentiun was 
given to utilization by the industrial community, since the council members are 
particularly well acquainted with the practical aspects involved. However, the 
general effects on present and future residents in areas adjacent to the airport, 
on the effectiveness of the location for the general air traveler, and on air traffic 
safety were also considered. 

The more significant findings of this study are summarized below and form 
the basis for the council’s conclusion that Burke is the best of the available 
locations: 

I. INDUSTRIAL USAGE OF METROPOLITAN AIRPORT 


A convenient location, a good linkage with rail, truck, and other ground 
transportation, and a substantial schedule of short-haul and long-distance flights 
are of major importance to industries in the Washington area. Air travel and 
transport has become a major factor in the operation of modern American in- 
dustry. It is particularly important to Washington industries, many of which 
serve customers throughout the Nation with products and services whose high 
unit value and expedited delivery requirements justify extensive use of airline 
facilities. 


A. Air travel by industry staff and executives 


Modern industrial activity involves extensive air travel by company staff 
members. Many industrial firms in Washington have subsidiaries or parent 
companies in other parts of the Nation, requiring substantial travel by executives 
to and from the Washington organizations. 

A convenient airport location and short time linkages via ground transporta- 
tion are vital to the travel of Washington area industrial executives and staff. 
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B. Client liaison and travel 


In the specialized product and research work that characterize Washington 
customers make frequent visits in the course of their work. Effective technical 
industry activities, engineers from Washington firms and their out-of-town 
liaison is vital to the orderly and successful performance of the project, and 
future business with the same client is materially influenced by the cost and 
convenience of this necessary function. 

Convenience to Washington and a good selection of available flights are the 
services particularly important for effective customer liaison. A psychological 
factor of material significance is association of the airport used with Metropolitan 
Washington rather than some other nearby city. For example, forcing an in- 
coming customer to use Baltimore’s Friendship Airport would place a Wash- 
ington industrial firm at a disadvantage. 

C. Airfreight usage 


Airfreight services are used extensively by Washington industries, both to 
speed procurement of special supplies and to meet tight time schedules on prod- 
uct deliveries. In addition, these services play a vital part in expedited delivery 
of replacement parts for manufacturing facilities that are stopped until replace- 
ments arrive. Washington airfreight and air express traffic totaled over 35 mil- 
lion pounds in 1956. 

Good truck and rail connections at Washington are particularly important 
in the use of airfreight by Washington industrial firms. 


D. Washington’s desirability for new industries 

Air access is one of the several major factors considered by industrial manage- 
ment in selecting a location for a new headquarters or branch plant. In many 
instances, the airport location exerts a special influence on the choice. Most 
industrial operations require use of rail and truck transportation as well as air. 
They require zoning to permit industrial operations at the desired location, an 
adequate labor market, and employee housing facilities within a practical dis- 
tance from the plant or offices. ‘They need to be located where these necessities 
are readily accessible. 

Washington is a metropolitan area that possesses many of the aforementioned 
advantages to an outstanding degree for light industries and research organiza- 
tions. This fact is evident from the rapid growth of such organizations here 
in the past decade. Further increase in such industries appears to be desired 
by all segments of the community. It is important that the second airport be 
located so that it will further enhance, instead of detract from, the desirability 
of Washington as a center for light industry. 

Comments on special advantages of the Burke location—The Burke airport site 
appears better situated for the needs of light industry than any other of the lo- 
cations proposed : 

(a) It is more conveniently located for visitor and company executive travel. 

(b) Its proximity to Shirley Highway and the Southern Railway would 
constitute a nearly ideal area for attracting light industry. This is evident from 
the rapid development of such industries already in that suburban area because 
of the existing advantages afforded by the surrounding highway system and the 
railroad. 

(c) Ample undeveloped land is available for the orderly development of further 
light industrial activities under desirable planning and zoning procedures. 

(d) The Burke location is close to the metropolitan Washington labor market 
and is an accessible location for employees. 

(e) Nearby residential communities provide suitable living environments for 
employees with modest incomes and for the substantial proportion of higher paid 


technical staff members and executives who are employed by industries of this 
type. 


Il, ATR TRAFFIC CONVENIENCE AND SAFETY 


A very large volume of information has been developed on air-traveler con- 
venience and safety. Years of operational experience in American air trans- 
port have been accumulated and reliable standards established. Ample evidence 
exists that this knowledge was utilized to the fullest in the extensive study of 
the Washington situation prior to the choice of the Burke site. : 
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We consider it highly significant that all organizations heard from who are in 
a position to utilize this expert knowledge are united in their choice of the Burke 
site. They include: 


The United States Department of Commerce 

The Civil Aeronautics Administration 

The executive branch of the United States Government 

The Air Transport Association 

Civil Air Patrol of Virginia 

Air Line Pilots Association 

The Washington Board of Trade 

Francis Dodd McHugh, consultant in 1955 Fairfax County master pian 


We conclude that there is no doubt concerning the superior location of the 
Burke site for serving best the broad requirements of metropolitan Washington. 
There does not even appear to be controversy on this point. 


Ill. EFFECT ON NEIHGBORING COMMUNITY 


Burke Airport would be in operation today except for the objections registered 
by suburban residents living near the proposed airport location. Many of the 
original objections have been dropped as facts were provided. However, con- 
cern is still expressed regarding the undesirable noise connected with the air- 
port operations and the fear that the airport would blight high-quality suburban 
residential development of an attractive but still largely undeveloped area of 
Fairfax County. 

The experience of other communities following establishment of an airport 
in an undeveloped surburban area appears to offer the best basis for judging 
the probable effect of the new airport on the future of the Burke area. The re- 
sults elsewhere are reassuring. In Austin, Tex., for example, new construction 
of better residential property shifted from the area where it had traditionally 
been located to areas near the new airfield. In all instances, values of property 
near new airports have increased more rapidly than in other areas of the city. 
Tax revenues from industrial developments increased in greater amount than the 
cost of the community services required by the new industries, and significant 
population increases resulted from purchases of homes by persons employed to 
operate the airport. 

Comments on special advantages of the Burke location.—The Burke airport site 

A particular point has been made of the potential noise problem presented 
by the anticipated use of jet aircraft for airline transport. Responsible aviation 
officials report very encouraging technical progress in noise reduction techniques. 
They also point out that public experience to date with jet aircraft noise has 
been limited to military aireraft that do not contain noise-reduction designs 
being incorporated in commercial transport planes. Their prediction that com- 
mercial airliners will be no noisier than present propeller-driven airplanes 
appears to be supported by the recent favorable tests at LaGuardia Field which 
were conducted prior to issuance of a flight operations permit to a French jet 
transport. 

It is unfortunately true that the location of Washington’s second national 
airport within any reasonable distance from Washington will work a hardship 
on a few individuals whose ancestral homes will be affected and whose way of 
life will be disrupted. This appears to be the case at Burke. The experience 
in other communities, however, indicates that the majority of property owners 
or residents in the immediate locality of the new airport will be materially 
benefited by the airport, through increased property values, better transporta- 
tion and utility. services, and more rapid development of residential areas and 
the associated service trades. 

We conclude that location of the new airport at Burke will therefore provide 
many benefits to present residents and property owners in the neighboring 
community. While some residents, regrettably, will be harmed by such a move, 
the price seems a remarkably small one to pay for the many and important 
advantages that have been established beyond challenge for the Burke location. 

GREATER WASHINGTON INDUSTRIAL COUNCIL. 
WasHineTon. D, C. 
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CiT1zENS’ COMMITTEE FOR BURKE ATRPORT, 


Annandale, Va., July 29, 1957. 
Hon. Price H. PRESTON, 


United States House of Representatives, 
Washington, D. C. 


Dear Mr. Preston: Enclosed for your information is a study of Washington’s 
supplemental airport prepared by our committee, and setting forth the major 
factors influencing our preference for the Burke site as the logical location 
for the proposed Second National Airport. 

Also attached is a letter recently received from Gen. J. A. Anderson, Com- 
missioner of Highways for Virginia, pointing out that highway development 
in the direction of Chantilly is far in the future, while construction of the 
circumferential highway and the widening of Shirley Highway will soon be 
undertaken, These developments make the Burke site even more attractive 
for the people of Fairfax County, and convenient to the traveling public. 

I hope to have the opportunity to appear before your committee studying 
the airport question in the near future, and will welcome an opportunity to 
discuss Washington’s second national airport with you more fully at that time. 

Yours very truly, 
Henry J. Rows. 


WASHINGTON’S SUPPLEMENTAL AIRPORT—ANALYSIS OF FAIRFAX COUNTY LOCATIONS 

The following study sets forth and compares the advantages of the Burke and 
Chantilly areas as proper sites for Washington, D. C.’s, Second National Airport. 
There appears to be no question as to the need for such an airport, but its imple- 
mentation has been blocked in 8 years of continued controversy over site selec- 
tion. Maryland interests have steadfastly promoted Baltimore’s Friendship 
Airport as the solution to the problem, and have been aided by certain Virginia 
political interests and citizens’ groups. Until recently, the prevailing opinion 
among political leaders in Virginia has been against any airport in Farifax 
County, but this opposition now apears to be moderating with the growing aware- 
ness of the acuteness of the problem, coupled with the recognition of the contri- 
butions which a modern commercial airport can make to the economy of the 
community. The major question to be resolved is whether the suggested Chan- 
tilly site is an acceptable compromise from the standpoint of the public interest 
both at the national and the local level. It is to this question that this study 
is directed. 


I. HISTORY AND NEED 


It was obvious for many years that a supplemental airport would be required 
for Washington’s ever-growing aviation needs. A midair collision in 1949 on 
the approaches to Washington National involving an airliner and a twin-engine 
surplus military plane killed 55 people, and brought the problem into sharp focus. 
The S8ist Congress passed Public Law 762 September 7, 1950, directing and au- 
thorizing the Secretary of Commerce to develop and operate a second public air- 
port in the vicinity of Washington; $1 million was appropriated to purchase 
land. 

Pursuant to this authorization, the CAA made extensive surveys of potential 
sites in the Washington area. They met with the Fairfax County Board of 
Supervisors three times prior to their announcement of selection of Burke as 
the most suitable site. 

The CAA then acquired approximately 1,030 acres of land in the Burke area, 
including all the tracts having improvements or structures (1955 Department of 
Commerce Report, page 32). Lack of funds prevented further acquisition of 
unimproved land. Since this time, some 20 houses have been built in the Burke 
area, on land scheduled to be acquired for the airport. The project has been 
stalled by the refusal of Congress to appropriate further funds, despite numerous 


hearings. In the meantime, air traffic volume at National Airport has continued 
to increase. Total aircraft movements at the airport have increased as follows: 
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Estimates for the future show a continued increase. By 1960 the CAA esti- 
mates that between 275,000 and 333,000 aircraft movements are expected at 
Washington, increasing to between 375,000 and 448,000 by 1965. This is far be- 
yond the already strained capacity of the airport to handle. More than 4,400,000 
passengers will be handled this year, increasing to some 6 million by 1960. 


II. THE PRESENT SITUATION 


With a volume of movements annually at Washington National Airport, the 
eapacity of the airport is greatly exceeded. During instrument conditions, it is 
not uncommon for airlines to resort to “block cancellations” of flights due to in- 
ability to get clearance into the traffic pattern, and for flights to hold over the 
airport for 1 to 2 hours awaiting landing permission. Maximum danger of 
collision occurs, not in instrument weather, but in periods of good visibility when 
air traffic reaches a maximum, when flights operate visual “contact,” and when 
traffic control procedures outside the airport zone are on see-and-be-seen basis. 

The Chantilly site, which was among those considered by the CAA in its original 
and subsequent studies of airport locations and rejected, has recently been ad- 
vanced as a compromise alternative to the stalled Burke site. Chantilly was re- 
cently approved by the Fairfax County Planning Commission under the leader- 
ship of Anne Wilkins of the board of supervisors. A minority of the commission, 
however, affirmed their support for the Burke site. 


Ill, THE CHANTILLY SITE 


This site is somewhat flexible. The CAA’s 1955 report (map, p. 7) shows it 
being located some 2 miles west of Chantilly, and north of U. S. Route 50. This 
places the airport substantially in Loudoun County. In recent discussions, Ad- 
ministrator of Airports, Mr. Howell, of the CAA, has indicated that the prefer- 
able site centers on the Arcola radio range, 114 miles west of Floris, and 2% 
miles north of Chantilly. This also places the proposed airport partially in Lou- 
doun County. The Fairfax County Planning Commission proposes to change 
the alignment of runways, and bring the airport within a half mile of the village 
of Chantilly. 

Major points in regard to the Chantilly site are as follows: 


A. Favorable 


The following points are advanced by the proponents of the Chantilly site: 

1. It is a compromise location, politically acceptable to many who have opposed 
Burke. Included in this group are members of the Fairfax County Board of 
Supervisors, Representative Broyhill, and presumably Senators Byrd and Rob- 
ertson. 

2. It is less objectionable to the residential inhabitants of Fairfax, only 7,000 
living within 5 miles of the airport compared with 27,000 at Burke, and over a 
quarter million at National. 

3. With projected improvements to highways under the interstate program, 
travel time to downtown Washington will not be significantly different than 
from Burke. 

4. The site was recognized as second best in the CAA’s 1951 survey, which 
pointed out that the terrain in the area was the flatest in Fairfax, and would 
require the least grading. 

5. Chantilly would interfere less with existing and projected land uses. The 
Burke area could be developed into additional subdivisions and provide more 
easily with county services. 


B. Unfavorable 


The following points are made by these who question the suitability of the 
Chantilly site, and favor Burke: 

1. In their 1955 report, page 3, the Department of Commerce stated in refer- 
ence to Chantilly that “the travel time to Washington and Washington National 
would be substantially in excess of the acceptable minimum set up in the speci- 
fications” (italic ours). 

2. Accepting the CAA’s location of the airport centering on the Arcola radio 
range, direct air mileage from the airport would contrast with other sites as 
follows: 
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According to the AAA’s roadmap of the National Capital area, road distances to 
the various sites are as follows (including a 2-mile access road in the case of 
Burke and Chantilly, and 1 mile in the case of Friendship) : Chantilly, 26.4 miles: 
Burke 18.5 miles; Friendship 32 miles. New highway construction would not 
substantially shorten these distances. 

3. Projected Federal highway improvements on Route 50 leading toward the 
Chantilly site are recognized to be difficult and costly. No completion date has 
been yet established. The Virginia State Highway Department’s publication 
Interstate Highway System makes the following statements concerning the im- 
provement of Route 50 (vol. 5, sec. 7): “There are many difficult problems (to 
be overcome) necessary to improve the present road. Because of low pavement 
eapacity the load limit is presently restricted to a maximum of 8 tons; grades 
and sight distances are not adequate. In addition, serious interchange problems 
exist at Seven Corners, Carlins Road, and Virginia Route 120. Access control 
along the length of Fort Myer to the Potomac River will be very costly. A pos- 
sible, but costly, alternate would be to provide a tunnel beneath Fort Myer and 
Arlington Cemetery which would emerge at the approach to the Memorial 
Bridge.” 

4. Speaking, on the other hand, of the Shirley Highway, which constitutes the 
main access to the Burke site, the report says (vol. 3, sec. 6), “It (Shirley High- 
way) can be conveniently and economically adapted to interstate standards 
(widened to six lanes). The horizontal and vertifical alinement is adequate. 
The traffic lanes are of adequate width, and the pavement is in good condition 
* * * (needed minor) improvements can easily be accomplished * * *” 

5. In a recent AAA driving time survey into Washington (June 26, reported in 
the Evening Star, June 27, 1957) it was shown that driving time from a point 
15 miles out on United States Route 50 required 51 minutes inbound, and 42 
minutes outbound during rush hours. This contrasted with driving times of 35 
and 30 minutes respectively for an equal distance out on Shirley Highway. (Con- 
trary to many arguments, Shirley Highway proved to be the fastest access into 
the District from over 25 Virginia and Maryland routes tested). As the Chan- 
tilly site is more than 10 miles further out, driving time over United States Route 
50 would be at least 15 minutes longer than the test times shown above, or 1:06 
inbound and 57 minutes outbound in rush hours. There are two stop lights and 
a school zone between Chantilly and Fairfax Circle, and 17 more lights from 
that point to Washington. There are now two lights from Burke to Washington. 

6. The Burke site borders on the main right-of-way of the Southern Railroad, 
and raises the possibility that a spur-line could be constructed into the airport, 
permitting it to be served by high-speed, light-weight shuttle cars, going direct to 
Union Station in downtown Washington. Running time would not be in ex- 
cess of 15-20 minutes, placing passengers close to the Senate and House Office 
Buildings, the downtown Government departments, and public transportation to 
the entire area. This would be the first such facility in the United States. Com- 
bined rail-air freight and express service could also be provided, and the mails 
expedited by such a project. 

7. The Department of Commerce’s statement that airport construction costs at 
Chantilly appeared to be less was qualified by the following statement (1955 
report, p. 3: “There is, however, the possibility of encountering rock in the ex- 
cavation. Should this be true, it could increase excavation costs to such an ex- 
tent that there would be no cost advantage * * *.” And further stated, (p. 
4) “Road construction could also conceivably result in substantial additional 
cost of development and further reduce the possible advantage previously men- 
tioned.” 

8. The Chantilly site lies in the area dividing the Broad Run and Bull Run 
watershed. The northern portion drains into the Potomac, the southern into 
Bull Run and Occoquan Creek. The Potomac and the Occoquan are the water 
sources of most of the Washington metropolitan area, and any development of 
the Chantilly site will threaten pollution of the water supplies of the District 
and its environs. This would appear to preclude industrial, business, and resi- 
ential development in the airport area, and deprive Fairfax County of the 
revenues which such development should produce. 

The Chantilly area is generally lower than much of the surrounding terrain. 
Averaging 300 feet above sea level, it is bounded on the west by Bull Run 
Mountain, and on the east by the 450 ridge running through Pender. Much of 
the Chantilly area is known to be an old lakebed, and residents of the area 
report that night fog frequently forms here, and extends to the Pender ridge 
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Bast of Pender however, fog is not prevalent. Burke lies on high ground south 
of Fairfax, and is not subject to the fog conditions of either the Chantilly area, 
or the river fogs which blanket National Airport. 

9. In discussing the impact on the community, the Commerce Department 1955 
report, page 5, states: “Impact on community in the case of Chantilly will be 
substantially greater in dislocation of existing land use pattern than in the 
Burke area.” 

The construction of Burke Airport will actually reduce air traffic over the 
Springfield area. Presently, a radio beacon at Springfield is used as the hold- 
ing point for inbound flights into Washington under instrument conditions. De- 
parting flights making southbound takeoffs on instrument clearances are all 
routed to Springfield, and then routed on to the north, west, or south as the 
case may be. Thus Springfield is the holding and gathering point for a very 
large percentage of the flights using National Airport today. The construction 
of Burke will require the reorientation of traffic patterns, and will eliminate 
Springfield as a holding point due to its proximity to the Burke patterns. There- 
fore Springfield residents, rather than getting more air traffic, will actually get 
less, and be in a “no man’s land” between the two airports. 

10. The Burke site is closer to Metropolitan Washington and the built-up areas 
and offers the greatest possibility for effective industrial and business aevelop- 
ment. Class to the sources of labor, along the Southern Railroad, and within a 
few miles of Shirley Highway, it has all the advantages of transportation along 
the main arteries of commerce. The new circumferential highway, from Jones 
Point Bridge in Alexandria, to Cabin John in Maryland, will place the Burke 
site within convenient reach of Montgomery and Prince Georges County in Mary- 
land, permitting greater labor resources, and greater benefits to the commerce 
and business of these areas. 

11. The profitability of an airport is directly proportionate to the volume of 
air traffic and passengers using it. It has been demonstrated that the farther 
out an airport is, the less it is utilized. Washington’s air traffic is predomi- 
nantly short haul, 68.41 percent of all air trips from Washington being under 
300 miles in length (Department of Commerce 1955 Report, p. 17). With 
modern jet transports, this is hardly 45 minutes away from Washington. It would 
seriously hamper and inconvenience these travelers if they had to face over 
an hour of ground transportation time, plus the delays of air terminal ticket- 
ing, check-in and loading, for a 45-minute flight. It is, therefore, logical that 
a far-out airport location will reduce air traffic, and could well result in an 
unprofitable airport operation, to the detriment of taxpayers, and air travelers 
alike. 

12. Modern jet transports will cruise at close to 600 miles an hour. Scheduled 
flying time from points as distant as Chicago, St. Louis, or Atlanta will be 
only slightly over an hour. For passengers being met by their families, this 
means that the wife must leave home in Northwest Washington, driving to 
the airport at Chantilly, at about the same time as the husband boards his 
plane 600 to 800 miles away. Both will reach the airport at about the same 
time. As the speed of air transports increases, the need for convenient close-in 
locations also grows, in order that ground transportation can keep pace with 
the advances in aircraft technology. 

13. Burke Airport has been stalled due to the opposition of a handful of 
large local landowners (Judge Paul Brown, Edward Lynch, who recently built 
a $50,000 home on land slated for condemnation after the Burke project was 
underway, Martin Webb, and Paul Kinchloe). These individuals own several 
thousand acres of the land remaining in the Burke site, and wish to hold it 
for speculative subdivision construction. These individuals have joined with 
members of the Maryland delegation to Congress to oppose Burke, and promote 
Saltimore’s Friendship Airport as the solution to the airport problem. 

14, On the other hand, support for Burke is widespread. The airport has 
been endorsed by over 11,000 residents, taxpayers, and citizens who have signed 
petitions favoring Burke. It is supported by every businessman’s organization 
and chamber of commerce in northern Virginia. Citizens associations, and the 
Fairfax County Federation of Citizens Associations have approved it. It was 
recommended in the two master plans developed for Fairfax County. It can truly 
be said that Burke is the people’s airport, while Chantilly is the politicians airport. 

15. Selection of an alternative site would delay construction of the airport 
even further. 1,030 acres in the Burke site, including all inhabited dwellings, 
were acquired in 1951. The site was completely surveyed, and detailed con- 
struction drawings prepared. This would all have to be repeated, new surveys 
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made, and condemnation suits instituted if another site were selected. This 
delay might well put solution of Washington’s airport problem back still an- 
other year. 

In summary, it appears that the following points merit maximum attention: 

(a) Danger of midair collision at National Airport that will snuff out the lives 
of 50 or more innocent people, including perhaps Members of Congress who 
rely so heavily on air transportation. 

(b) Industrialization that normally accompanies airport construction at major 
cities threatens the pollution of the Potomac and Occoquan Creek, from which 
metropolitan area draws its water supplies, if Chantilly is the site. 

(c) The purpose of aviation is to save time. What merit is there in faster 
planes, if the time advantage is frittered away on the ground? 

(d@) An airport, to be profitable, must be patronized. A far-out location 
threatens to be a burden to the taxpayers of the Nation, with no prospect of 
paying its own way. 

(e) Burke Airport has been blocked by an unholy alliance of a handful of 
politicians in Maryland, and landowners in Virginia, to the detriment of the 
people of the area, and the traveling public of the world. 

(f) Much land has been acquired, and detailed engineering completed for 
the Burke site. Selection of another could stall and delay the project for at 
least another year. 

(g) Possibility of rail-air terminal at Burke, within 20 minutes service to 
downtown Washington by streamlined high speed lightweight trains. 





COMMONWEALTH OF VIRGINIA, 
DEPARTMENT OF HIGHWAYS, 
Richmond, Va., July 11, 1957. 
Subject: Interstate System in the Washington metropolitan area. 
Mr. Henry J. ROLFs, 
Vice President, Fairfax Chamber of Commerce, 
8816 Columbia Pike, Annandale, Va. 


DeaR Mr. Ro.trs: This is in reference to your letter of July 9, concerning cer- 
tain roads and interstate routes and highways in the Washington metropolitan 
area. 

It is noted that you have read the report of our consultants, Howard, Needles, 
Tammen and Bergendoff. I am attaching a statement of policy concerning this 
report, and a list of 19 projects on the Interstate System to which the Commis- 
sion has assigned early priority. 

Information on the specific question which you have asked follows: 

(1) When will construction be commenced, and when is it anticipated to be 
completed on FAI route 105 between Centreville and Fairfax Circle? 

While this section of the Interstate System is on our priority list the present 
road is a 4-lane highway and for this reason we believe that this will be one of 
the last projects to be undertaken in the priority group. 
will probably cover a 5 to 7 year period. 

(2) When is widening, strengthening and leveling of FAI route 105 between 
Fairfax Circle and the Potomac River planned for completion ? 

It is our desire to carefully study the interstate location between the Fairfax 
Cirele and the Potomac River, and to carefully investigate possible alternate 
routes. There are a great many factors involved, including the proposed Potomac 
River crossing in the vicinity of Constitution Avenue. This section of the sys- 
tem will require a great deal of further study and a definite time for construction 
cannot now be determined. We believe that here again this may be in the latter 
portion of the first priority group. 

(3) What decision has been reached between the two alternatives of bypassing 
or tunneling under Fort Myer and Arlington National Cemetery? 

This location is between the Fairfax Circle and the Potomac River, and will 
be studied at the same time. We do not now have any plan for tunneling under 
Fort Myer, nor have we previously considered such a plan. 

(4) As part of this program, it is understood that FAI 101 Shirley Highway 
(route 350) is scheduled to be widened to six lanes. When is this work con- 
templated? 

Shirley Highway between the Pentagon network and route 7 is under the juris- 
diction of the Bureau of Public Roads. We have agreed to take this section over 
for maintenance provided that it is widened to six lanes. I understand that a bill 
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is now. in Congress to provide funds for this widening, and if the bill is passed 
by Congress, we believe that the actual widening will be started soon thereafter. 
From route 7 south there is an indicated need for widening, but we do not believe 
that this will be done until the latter part of the 13-year interstate program. 

(5) When is the Washington Circumferential Route FAI 113 scheduled for 
commencement and completion? 

Plans for the Washington circumferential are now in preparation and we hope 
to start a grading project sometime during 1957. The actual eompletion of the 
circumferential will depend, to a large extent, on the construction of Potomac 
River Bridge at Cabin John by Maryland and the Jones Point Bridge by the 
Federal Government. We believe that some sections will be completed within, 
possibly, 2 to 21% years. 

We greatly appreciate your interest in this important road network. If we can 
be of further help, please feel free to call on us. 

With kind regards. 

Sincerely yours, 
J. A. ANDERSON, Commissioner 


Mr. Rooney. If there are any further statements on this matter re- 
ceived by the committee or the staff, they should be inserted at this 
point in the record. 


( Additional statements are as follows:) 


STATEMENT OF Hon. SAMUEL N, FRIEDEL OF MARYLAND 


Mr. Chairman, I want to thank you for giving me an opportunity to appear and 
express my views regarding the proposed appropriation of $35 million to build 
an airport at Burke, Va. 

We are all in agreement that the overcrowded conditions at the Washington 
National Airport are dangerous. The problem has become so urgent that no 
possible site within a reasonable distance of the city should be overlooked. Yet, 
every time the Friendship International Airport is mentioned the CAA and CAB 
officials either look the other way or give the lame excuse that the public will 
not use Friendship because of the distance from the center of Washington. 

Last summer, the Senate Appropriations Committee directed the CAB officials 
to use Friendship on a trial basis during the adjournment of Congress and to 
report their findings to the committee in January. The CAB completely ignored 
the Senate’s instructions and made no attempt to try Friendship and report their 
findings and reasons for opposing its use as a coterminal with Washington’s 
National Airport. 

These CAA and CAB officials repeatedly state that the need for a second 
airport in the Washington area is urgent; still they persist in their argument 
that only an airport at Burke will do. They do not even know what Friendship 
ean do to relieve the problem, and they don’t care, they are just against Friend- 
ship—period. 

The only logical answer to the overcrowded conditions at the Washington 
National Airport is the diversion of some of this air traffic to Friendship Interna- 
tional Airport. This must be done not in another 5 years, when Burke Airport 
could be ready, but now, before we have a fatal accident. 

Friendship Airport is one of the most modern and best equipped airfields in 
the United States; it is available now without additional cost to the taxpayers. 
Tt has plenty of room to double its present capacity. It is one of the few airports 
in this country that can handle the new jet aircraft. Just a short time ago we 
had the largest jet now operating—the Boeing 707—land at Friendship because 
the Washington Airport cannot handle this type of aircraft. 

Last year, I arranged for members of the Air Space Use Subcommittee of the 
Housing Interstate and Foreign Commerce Committee to visit Friendship Airport 
and see for themselves the excellent facilities available. These members were 
literally amazed at the modern facilities we have to offer; the area available 
for future expansion, and the nearness of this airport to Washington. 

The CAA and CAB officials are using the excuse that they cannot get the 
public—or the airlines—to go as far away as Friendship. This is a very flimsy 
excuse indeed, when you consider the survey made by the D. C. transit system, 
which reveals that the average driving time to Friendship is 45 minutes and the 
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average driving time to Burke is 39 minutes. Gentlemen, I just simply can- 
not understand how we can justify an expenditure of $35 million to save 6 min- 
utes in driving time, and I am sure the taxpayers would never condone such a 
waste of their money. 

The driving time between Washington and Friendship compares favorably 
with ground times between the cities of Cincinnati, Los Angeles, Pittsburgh, 
San Francisco, and Chicago (and their respective airports). I am convinced 
that if the members of this Appropriations Committee would visit Friendship 
Airport, they would find it impossible to approve this request to squander the 
taxpayers’ money to build another airport, when this modern facility is readily 
available to handle the excess traffic in the Washington-Baltimore area. 

I would also like to point out to the members of this committee that this re- 
quest for $35 million is unrealistic, and is only the beginning. Even the CAB 
stated last year before the Senate committee that the cost of building Burke 
has risen to $50 million, and costs are constantly rising. I know that before they 
are finished it is going to cost the American taxpayers between $60 million and 
$75 million to build an airport at Burke. All the experts will tell you that you 
eould not build Friendship Airport today for $50 million, and it was constructed 
10 years ago at a cost of only $15 million, most of which was paid for by the 
State of Maryland. The CAA and CAB officials want this committee to give 
them $35 million as a start. Then they will come back to you and tell you they al- 
ready have $35 million dumped into this project, and they need another $35 million 
to finish the job. They just do not want to ask for $70 million at one time be- 
cause they know that this committee would turn down such a request. 

From the accounts of this proposal to build an airport at Burke—which con- 
tinually appears in the papers—it is evident that the only real reason that the 
CAA and CAB will not use Friendship Airport is that the ATA (Air Transport 
Association) is pressuring them not to approve its use because most of their 
pilots live in Virginia. Therefore, it seems to me that the question here is whether 
the CAA and CAB are supposed to serve the best interests of the pilots—and com- 
pletely disregard the convenience of the passengers and the safety of the public— 
or is their first duty to the public. In their opposition to the use of Friendship, 
and their refusal to even try it out, the CAA and CAB are putting the welfare 
of a small pressure group before the welfare of the traveling public. 

It has been reported in the press that the ATA has “spent large sums of money 
to mastermind the fight against Friendship and its pressure has been such as to 
influence the thinking of Government agencies concerned with airports and their 
locations.” The agencies despite widespread, grassroots demands for economy 
seem perfectly willing to squander from 50 tc 75 million dollars of the taxpayers’ 
money to keep the ATA happy. 

I most strongly urge the members of this committee to refuse this waste of 
the taxpayers’ money, and respectfully request that in denying this request, 
you direct the CAA and CAB to take the necessary steps to utilize the facilities 


at Friendship International Airport before we have another accident taking 
untold lives. 


JULY 31, 1957. 
Memorandum for: Hon. Prince H. Preston, House Committee on Appropriations. 
Subject: Support of the Burke, Va., airport site. 


1. It is not my intention in this memorandum to review the many, varied 
aspects of the Burke Airport controversy. Rather, I wish to review only certain 
aspects of the new argument concerning the Burke site versus the so-called com- 
promise site at Chantilly, Va. In this connection I want only to call attention 
to some very important aspects of the Burke versus Chantilly argument, aspects 
that, I feel, have been too much ignored by proponents on both ides of the argu- 
ment. 

2. Like many other localities throughout the United States, Fairfax County, 
Va., has suffered severe growing pains since World War II. Much of the de- 
velopment in the county since the war has been unguided and haphazard, reflect- 
ing in many ways the whims of real-estate operators whose primary interest was 
the dollar, not the welfare of the county’s taxpayers. Such development has 
placed a growing, nearly intolerable, burden on the taxpayers, who find it in- 
creasingly expensive to pay for services—such as sewerage, water, schools, and 
police protection—over widely scattered sections of the county. 

3. Recently, the Fairfax County Board of Supervisors adopted parts of a 
master plan designed to provide for the orderly development of the county in 
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accordance with the abilities of the taxpayers of the county to pay for required 
services. In essence, the board of supervisors placed drastic restrictions upon the 
size, type, and extent of development, both residential and commercial, that 
could be undertaken in the western portions of the county. While other facts 
had bearing upon the supervisors’ decision, the basic reasons for adoption of 
such drastic restrictions in zoning involved water and sewage problems. The 
Supervisors determined that the western sections of the county could not be 
thickly developed without placing a completely intolerable burden upon the coun- 
ty’s taxpayers to provide water and sewage facilities. The supervisors found 
that most of the terrain in the western part of the county could not sustain 
septic tanks for plots of ground of less than 2 acres; that sewage disposal would 
create grave problems of pollution of streams affecting the water supplies of the 
District, Alexandria, and part of Fairfax County; and that the supply of well 
water in the western parts of the county could not provide sufficient water for 
high-density residential development. The county board of supervisors did not 
intend that its zoning restrictions be immutable—rather, they foresaw froin the 
first that the restrictions would be progressively eased in accordance with popu- 
lation pressures and the county’s capabilities for paying for extension of water 
and sewage facilities. Strangely, many members of the county planning com- 
mission, a group of semiofficial political appointees allegedly dominated by real- 
estate interests, objected strenuously to the zoning restrictions. Why I use the 
word “strangely” in this connection will appear in following passages. 

4. In the last few weeks the County Planning Commission of Fairfax County 
has come forth with a recommendation that a new airport for the metropolitan 
area be constructed near Chantilly, in the west-central part of the county. In 
contrast to its reasoning at the time the zoning restrictions of the master plan 
were adopted, the planning commission now states that the Chantilly area is 
good neither for residential development nor for agriculture—a stand that also 
is at variance with the fact that many folks have grown rich farming in the 
Chantilly region. The planning commission and its adherents (most of whom 
appear to be real-estate developers) state that, since the Chantilly area is un- 
suitable for either agriculture or residential development, it is ideal for an 
airport. One of the arguments the planning commission now uses against resi- 
dential development in the Chantilly area is that the ground there cannot provide 
either water or suflicient drainage for septic-tank sewage-disposal systems. 
This is in direct contradiction to the planning commission’s earlier stand. 

5. There exists one obvious and basic fallacy in the stand the county planning 
commission and its adherent presently take on the construction of an airport 
at Chantilly. Limiting the figures to the present civilian commercial usage only, 
Washington National Airport maintains a water and sewerage system that would 
serve a town of 15,000 people, and this system is used to capacity daily. It can 
be expected that the new jet airport for the metropolitan area will ultimately 
require a water and sewerage system of far greater capacity. Thus, we are faced 
with the strange and wryly humorous fact that the county planning commission 
and its adherent state on the one hand that the Chantilly area is unsuitable for 
residential development because of water and sewage problems, yet, on the other 
hand, simultaneously propose building an airport there that would require water 
and sewerage facilities for a minimum of 15,000 people! The planning commis- 
sion has come forth with no concrete proposals for getting the water or for the 
disposal of the sewage from the airport, but the commission must know that the 
sewage effluent would flow either into the Potomac or to the Occoquan, thus pol- 
luting the water sources of the District, Alexandria, and southern parts of Fair- 
fax County. By contrast, it must be pointed out here, the proposed Burke 
Airport site sits right on top of existing water sources and sewage-disposal 
facilities. 

6. Manifestly, the construction of an airport in the Chantilly area would upset 
many carefully considered portions of the Fairfax County master plan. The 
existence of such an airport would inhibit, completely, all the present provisions 
for orderly development in the western part of the county; would raise taxes 
to astronomical heights to provide water, sewerage, and schools; and would 
force the county’s taxpayers to start moving into areas of lesser cost of living. 
On the other hand, it is easy to realize why real-estate developers favorably look 
upon an airport in the Chantilly area—they are smart enough to realize that an 
airport would open the western sections of the county to unrestricted develop- 
ment of the type that has already made so many real-estate men rich but that 
has created such grave problems for the county as a whole. 

7. In concluding my arguments, I should like to bring forth two facets of the 
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Chantilly versus Burke discussion that have, apparently, been completely ignored 
so far. First, the takeoff and approach patterns of an airport anyplace in the 
Chantilly region would carry jet aircraft directly over two new county elementary 
schools, one at Navy and the other at Floris, both built within the last 2 years. 
Moreover, the north-south runways would bring the aircraft dangerously close to 
another elementary school and a high school at Herndon. By contrast, in the 
Burke area there exists only one small, obsolete elementary school building, a 
building that in the normal course of events would have to be abandoned and 
replaced within the next year or two. 

The second “forgotten” facet of this controversy is that, surprisingly, a quick 
study of aerial photography reveals that the occupation of 5,500 acres by an air- 
port would displace considerably more people in the Chantilly area than it would 
at Burke. The Chantilly area, it must be realized, has long been a settled agri- 
cultural region into which, since World War II, a large number of smaller land- 
owners have moved to take up holdings ranging from one-half acre to 40 acres 
in size. The Chantilly area is well on its way to development as an estate-type 
residential region of susbtantial citizens who more than pay their share of the 
county tax burden. By contrast, the 5,500-acre area at Burke comprises largely 
uninhabited pine woods. 

8. In the light of the foregoing, I can only recommend that the new airport for 
the metropolitan area be established at the correct location—Burke. 

Rosert Ross SMITH, 
Past President, Navy Community League; Chairman, Community Im- 
provement Committee, Navy Community League; Delegate to Fairfar 
County Federation of Civic Associations; Member, Northwest Fairfar 
Baseball Association ( Little League and Pony League) ; Member, Hern- 
don Youth Association; Herndon, Va. 


ALEXANDRIA, VA., July 31, 1957. 
Hon. PRINCE H. PRESTON, 
Subcommittee on Appropriations, 
House Office Building, Washington, D.C. 


DEAR Sir: I am against appropriating any funds for locating and constructing 
at Burke, Va., the second airport for metropolitan Washington. Instead, for 
reasons of maximum efficiency, safety, and economy in operations, I urge the 
Chantilly site be selected. 

I was formerly an airline pilot, with 15,000 flying hours, and am now 
actively engaged in real estate. I thus speak from knowledge and experience in 
both fields when I recommend the Chantilly site. 


AIRPORT LOCATION 


The Chantilly site offers the unused airspace needed for an international airport 
for metropolitan Washington. The Curtis report on Modernizing the National 
System of Aviation Facilities (the White House, May 1957), recommends spac- 
ing airports from 16 to 40 miles apart depending upon the centerline of the air- 
port’s instrument-approach path. 

Chantilly qualifies, since a distance of 283 miles separates the instrument-ap- 
proach paths of National and Chantilly, and the approach paths are parallel. 

However, only 12 air-miles separate instrument-approach paths of National 
and Burke. To make matters more complicated, their instrument-approach paths 
converge at 25 air-miles south of National and 13 air-miles south of Burke because 
of the danger areas at Quantico and Dahlgren, south of Washington. This would 
result in more danger of aircraft collision as well as perhaps reducing the useful- 
ness of both National and Burke airports, particularly in inclement weather. 


SUBSOIL 


Subsoil tests show little in common between the Chantilly and the Burke areas. 
While the tests made at Chantilly are wholly good, those tests made at Burke are 
wholly bad. 

The level terrain throughout the Chantilly site has less than 30 feet variation, 
with an’excellent shock-absorbing subbase near the surface. The estimate of 
grading at Chantilly is 5,500,000 cubic yards at a cost of $2,695,000. 

The Burke site has a terrain variation of 130 feet, with deposits of both solid 
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rock and unstabilized material required to be removed before filling. The esti- 
mate of earth moving is 16 million cubic yards, costing $15,880,000. 
Thereby a saving of $13,185,000 would be realized in the grading alone. 
speaate showing soil characteristics are available at the Fairfax County soil 
office. 


LAND VALUES 


The estimated land cost for the second airport for metropolitan Washington is 
based upon a 4,220-acre site. 

At Chantilly the Government now owns 452 acres and would need to purchase 
3,768 acres more. A high estimate for the cost of the additional ground in this 
area would be $3,500,000. 

At Burke the Government now owns 1,042 acres and would need to purchase 
3,498 additional acres, including 320 acres for access roads. This land was pur- 
chased in 1951 at a cost of approximately $900 per acre. At that time the Burke 
area had not been developed to any great extent for residential purposes. Sewer 
and water facilities were not readily available, and the land was therefore far 
less valuable than it is at present, primarily due to the development which has 
taken place since 1951 and the availability of utilities. From my experience in 
the real estate business in this area, I feel that it will cost, conservatively, from 
2% to 3 times more to purchase the remaining land necessary at Burke than it 
will cost to purchase the entire area needed at Chantilly. In addition to this, 
the Government is now in a position, because of increased land values, to sell 
that land now owned in the Burke area at a profit of 200 to 300 percent. 


HIGHWAYS 


Inasmuch as it was impossible to estimate in 1951, when the Burke site was 
selected, when the belt highway system around Washington would be built, it 
placed the Chantilly area at a considerable disadvantage, timewise. Since the 
belt highways are now under contract, they will be completed by the time an 
airport at the Chantilly site is completed. These new highways will provide ac- 
cess to the Chantilly site from many parts of the metropolitan area in less driving 
time than would be required for the Burke site, and in very few instances would 
increase the driving time more than a matter of 5 minutes. Therefore, the objec- 
tion which might have been raised to the Chantilly area at the time the Burke 
site was selected has been eliminated. 

In conclusion, we must admit that a second metropolitan airport at Chantilly 
would be safer, would cost $18 million less, and would be in every way as con- 
venient as an airport at the Burke site. In addition, the Government may realize 
a profit of approximately $2 million on the land now owned at Burke. 

Very truly yours, 
Sttas A. MoreHouse. 





AIRLINES DIVISION, 
BROTHERHOOD OF RAILWAY CLERKS, AFL-CIO, 
CAPITAL AIRLINES SYSTEM, 
BOARD OF ADJUSTMENT, 


Alerandria, Va., July 30, 1957. 
Hon. PRINCE PRESTON, 


Chairman, Appropriation Subcommittee, Commerce, 
House Office Building, Washington, D. C. 


Deak Mr. Preston: I am writing to you about a matter of deep concern to a 
large number of airline employees, members of my organization, employed 
at the Washington National Airport. This matter is the location of a second 
airport for the Greater Washington area. Naturally, airline employees are 
gravely interested in the location of a second airport for the Greater Wash- 
ington area, aS many will have to look to this second airport for their continued 
employment. 

In the early part of March 1957, a group of employees at the Washington 
National Airport got together to talk over this question of another airport and 
the possible site, and decided that a ballot should be spread among all employees 
at the Washington National Airport to see what the opinions of those that 
must look to the future airport for their livelihood were. 

The poll was taken and, with better than 2,000 ballots cast, 78 percent voted 
in favor of the Burke site; 13 percent cast their vote for Friendship Airport; 
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7 percent for Belmout Bay; 1 percent for any Virginia location; and another 
1 percent miscellaneous. The poll indicated that, of all of the employees at 
the Washington National Airport, 78 percent reside in Virginia, 13 percent 
reside in the District, and 9 percent reside in Maryland. I might add that 
87 percent of these residing in Virginia voted for the Burke site; 63 percent 
of those residing in the District voted for the Burke site; and even 28 percent 
of those residing in Maryland voted for the Burke site. 

I understand that the President has now asked the Congress to provide the 
funds to begin construction of a second airport for the Greater Washington 
area at the Burke site, and that your subcommittee will consider this matter 
shortly. It is my sincere hope that your committee will act quickly and favor- 
ably on the President’s request and avoid any further delay. 

I am enclosing three copies of the survey form that was passed among the 
employees at the Washington National Airport by the employees’ committee. 

Very truly yours, 
T. L. CREEKMORE, General Chairman. 


ALL PERSONNEL, WASHINGTON NATIONAL AIRPORT 


On Monday evening, March 4, a representative group of employees met at 
the hangar cafeteria to discuss the current dispute over a second major airport 
for the Washington metropolitan area and to consider taking action which will 
acquaint Congress, the public, and others with the feelings of those who must 
look to any future airport for their livelihood. 

Those politically motivated and those selfishly inspired have spoken loudly 
in their own behalf; citizens’ associations and similar civic groups have made 
known their views; newspapers have editorialized ; but the group more directly 
affected by the choice of the site than any of the above groups—those having 
to look to the new major Washington airport for their future continued employ- 
ment—have not made their feelings known. It is high time that we did. 

That there will be a second airport serving this area is inevitable, since the 
present Washington National Airport is totally inadequate to handle such 
aircraft as the Douglas DC-—8 and the Boeing 707. The senatorial subcommittee 
charged with the responsibility is investigating and considering three sites. 
The first is located near Burke, Va., in Fairfax County. Another is located at 
Belmont Bay, near Occoquan, Va., in Prince William County. The last is 
Friendship Airport in Baltimore, Md. That the site of the new major airport 
will be 1 of the 3 sites mentioned above seems equally inevitable. 

Obviously, before any definite stand is taken in this dispute now before 
Congress, every person deriving income from employment at Washington National 
Airport should express himself on this matter. 

You are, therefore, earnestly requested to complete the survey form at the 
bottom of this letter and return it to any of the employee representatives listed 
below, or to place the completed form in any of the boxes provided for the 
purpose at the employees’ cafeterias and other locations around the airport. 
Please do this no later than midnight Tuesday, March 12, 1957. 


Ted Boyer—CAP GO 30b Quick—CAP IAM 

Tom Creekmecre—CAP BRC Mary Woodruff—CAP Hostesses 
Herb Dillinger—CAP Comm Frank O’Connell—AAL TWU 
Bill Kendall—CAP Stores Ace Robeson—AAL Pilots 

Sam Kinsey—CAP Dispatchers D. Salisbury—AAL Mechs 

Clark Luther—CAP ALPA Charles Henry—Allied Sky Caps 
F. D. McClay—CAP Mechs Bill Keasler—Allied Fueling 
Paul Means—CAP Pilots Jim Ludwig—Allied Fueling 
Jim Mellinger—CAP Terminal H. C. Coffman—P. O. Employees 
Bob Nickeson—CAP GO M. L. Painter—Limo Drivers 


Jim Nowlin—CAP Dispatchers 


Factors to be considered in making your choice will probably involve the 
following: 

1. Will I be forced to sell my home and/or move? 

2. Which site can I reach most conveniently and economically ? 

3. Will my children be taken away from friends and forced into the upheaval 
of changing schools? 

4, Will a new airport in my area potentially effect a reduction in my taxes 
due to new business, new residences, etc.? 
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5. Will a new airport in my area add to my community's economic growth 
and financial stability? 


a _ (Please detach along this line) 
for the Burke site 
_| for the Belmont Bay site 


_} for the Friendship Airport site 


I eg ne ei lente ae tapas RES WORNOUR on dike ertiei adédmaesion 
MINER, TON ics eit Ale ceeicins iadeeine tece Position___- 


JO 
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Webnespbay, JULY 31, 1957. 














Burke AIRPORT 
WITNESS 


HON. JOHN J. FLYNT, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 


Mr. Roonry. We are now honored to have with us the distin- 
guished gentleman from Georgia, Mr. Flynt, who wishes to address 
the committee with regard to the proposed Burke Airport. 

Mr. Fiynt. Thank you, Mr. Chairman. 

Mr. Roonry. You may proceed, Mr. Flynt. 

Mr. Frynt. Before I begin to discuss this, Mr. Chairman and 

entlemen, I want to express to you the feeling that I know is shared 
“ you and me. We regret that your chairman and my colleague 
from Georgia, Mr. Preston, is providentially kept from being here 
today. I joint each of you in the hope that he will be back in the 
next few weeks at least. 

Mr. Roonry. You have expressed the thoughts and hopes of every 
member of the subcommittee. 

Mr. Fiynt. Thank you again, Mr. Chairman. 

I have a few notes here, “that I am not going to refer to unless it 
is necessary to refresh my memory, of things that I especially want 
to bring before you today. 

Mr. Chairman and gentlemen, I appear in opposition to the loca- 
tion of a new National Airport in the vicinity of Burke, Va. My 
reasons for this opposition came up, in the first instance, as a result 
of studies of near misses and air traffic hazards. These were 
brought very forcefully and vividly to my attention when, as a mem- 
ber of the subcommittee of the Committee on Interst ate and Foreign 
Commerce, I helped to investigate from the congressional standpoint 
the air tragedy that occurred over Grand Canyon last July 1956. 

That brought to us very clearly the possibility of what could hap- 
pen in the very crowded areas and air traffic lanes in the vicinity of 
Washington, D. C. 

The accident which occurred at Grand Canyon was quite frankly a 
freak accident. If you had taken two planes and ordered them to 
take off, adjusting everything in advance, it would have been vir- 
tually impossible to have caused them to crash as they did in midair. 
That is because of a territory of many thousands of square miles, and 
a very thinly populated area. Every plane that flies through an 
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area there of some 50,000 square miles has almost a free route of its 
own, without any hindrance or interference from other air traffic. 

The situation here in Washington, as you know from your own 
personal experience and observation, is entirely different from that. 
We have no way of knowing the true definition of a near miss. A 
near miss can best be described as a situation wherein two or more 
aircraft are within possible limits of actual midair collision. That 
could take place, particularly with the increasing speed of the jet 
air transports which will soon be in service and serving this par- 
ticular airport here in Washington, and any others near Washing- 
ton, where a proximity of as much as 10 miles would be more of a 
near miss than present-day speeds and equipment, when they are as 
near together as 1 mile. 

It is “highly possible that if 2 planes of near 600 miles per hour 
speed or more, if they are going to hit, if they are in such a prox- 
imity of coming into the definition that I have given of a near miss, 
that if they are going to hit, it will be impossible for the pilots of 
either or both planes to take the necessary action to keep them from 
hitting from the time they come within visual range of each other. 

I think that we are going to see within the very next few years a 
substantial amount of 600-mile- per-hour aircraft, or near that—in 
some instances perhaps greater—a speed which is almost unbeliev- 
able at the present time, as we refer to commercial air transporta- 
tion and commercial aircraft. Yet, I think that by 1960 we will be 
having many such planes flying into and out of whatever airport or 
airports serve Washington at that time, and within the few years 
which immediately thereafter follow. 

You are familiar, of course, with the present traffic situation at 
Washington National Airport, which handles practically all of the 
commercial air traffic into the Nation’s capital. You know, of course, 
also of the adjacent location of Anacostia Naval Air Station and 
Bolling Air Force Base, both of which are probably in the process 
of being phased out. 

There is, however, in some less than 10 miles away, Andrews Air 
Force Base, which perhaps accommodates at the present time more 
jet air traffic than any airport within 50 or 60, maybe within 100 
miles of Washington. 

In my opinion, to create a third major airport at Burke, Va., 
would create an additional air hazard which even now does not pres- 
ently exist, even with the existence now of Anacostia and Bolling. 
[f the second, or alternate, Federal airport, national airport, by what- 
ever name it should be called, should be established at Burke, Va., 
at the proposed site, there would be within a radius of 1114 miles, 
in my oOpinion—this is purely a figured-out estimate; it is not a figure 
grabbed out of the air—but in my opinion, and I have dise ussed 
this with persons in whom I have a great deal of confidence and upon 
whose facts and figures I rely, the amount of air traffic brought into 
this 1114-mile circle to which I refer, a circle with a radius of 
1114 miles, would be more than twice what the air traffic density is 
at the present time. 

As long as the weather is perfect, as long as there is what. we call 
contact flying, or flying under contact conditions, where planes in 
the air can see each other, and where they can also see the ground, 
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and where in many instances the ground control can see one or more, 
in many cases practically all, of the planes which would be within the 
area; and perhaps within this entire 1114-mile circle, it would be 
possible to avoid collisions; it would be possible to avoid near misses, 
but what concerns me is not what will take place when weather and 
flying conditions are nearly perfect, but what will take place when 
there is an overcast between the ground itself, where there is never- 
theless a ceiling of at least 500 feet, which for all practical purposes 
would make possible, under instrument flying conditions, both take- 
offs and landings through the use of ground control approach facili- 
ties, which are part of our air navigational and air traflic-control 
systems. 

On the other hand, it is necessary under all conditions approximat- 
ing instrument flying for planes to be what is called stacked up. 
That means that there are planes circling the area at stated vertical 
distances of preferably 1,000 feet, but depending upon the density of 
air traffic in the vicinity, that it becomes necessary for planes under 
these so-called holding conditions—and that is the way you refer 
to conditions where it is necessary for planes to circle, and to be 
brought in by instrument approach, under bad weather conditions— 
under these conditions there will be planes, it has been estimated—as 
a matter of fact, I have been up in the air and I have seen them and 
I have watched it on radar. I have seen as many as 25 to 30 planes 
circling the Washington National Airport at one time, many of them 
relying entirely upon the instructions and directions which they 
received from the ground control, and yet, I have been a party, once 
during my own flying experience, when I was at Brooks Field, Tex., 
to a very, very near crash, a matter of less than 10 feet, because the 
plane flying near us unfortunately had a call sign of, say, 765, whereas 
our call sign was 769, and the other plane in the near vicinity of where 
we were acted upon our instructions and we came within a few feet of 
crashing into each other. This kind of thing I want to avoid in the 
airspace over Washington. 

Those are the kind of things that I want to avoid, if at all possible, 
and I know that you do. Yet, Il am very sincere in my belief that if 
the new, major airport is established as near to the present location of 
both Washington National Airport and Andrews Field, where the 
three major airports would be in a circle with a radius of 1114 miles— 
and I think I am correct in that distance—that we would have condi- 
tions here under instrument flying weather conditions where a near 
miss would be the rule, rather than the exception. 

I sincerely hope that the area around Washington will continue to 
be as safe as it is, and as it has been in the past, and that our ground 
controls and the instruments which are available to them will make 
it possible to avoid any of these tragedies that could possibly occur 
at almost any time. 

I want to talk now, if I may, about what I consider good alterna- 
tives to this Burke location. 

First and foremost, even though I am not necessarily committed 
to this proposition, we have between here and Baltimore what is known 
as Friendship International Airport. I have personally visited 
Friendship. I have examined its facilities, both inside the terminal 
and adjacent to the terminal] facilities, and I find that it is what T 
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consider to be one of the finest and most modern airports anywhere 
in the United States. 

I have not seen all of the airports, but of those which I have seen, 
only Amon Carter Field, at Fort Worth, and Love Field, at Dallas, 
both municipal airports now, can compare with the facilities which 
are available at Friendship. 

The main objection that has been raised to Friendship is that it 
is too far away from Washington; that the time involved in transit 
for passengers between downtown Washington and Friendship Air- 
port would make it almost inaccessible. 

Actually, when you come down to it, a difference in time of less 
than 20 minutes would be involved between downtown Washington 
and Friendship on the one hand, and between downtown Washington 
and Burke, on the other hand. 

During certain times of the day I feel, and traffic studies have 
shown, that the time gap would be narrowed to between 5 and 10 
minutes. I assume there would be at least a 20-minute time differential 
in the traveling times bet ween downtown Washington and Friendship 
and between downtown Washington and Burke. 

It is my belief that if Friendship should be established as the alter- 
nate airport for the metropolitan Washington, D. C., area that Friend- 
ship would be so arranged that the flights from points, say, St. Louis, 
Kansas City, Chicago, even the west coast—Los Angeles and San 
Francisco, and possibly to include Dallas and Forth Worth, maybe 
San Antonio, maybe Houston—would be the flights which would use 
Friendship. 

In my opinion the flights which would originate, say, at New York, 
Cleveland, in some instances as far away as Chicago, to include the 
Atlanta Airport, part of which is located in my district, I think that 
it would be proper and perhaps well for the present Washington 
National Airport to accommodate the flights which originate less than 
600 miles from Washington; for those which originate more than 
600 miles from Washington, it might be possible for them to, as a 
general rule, use Friendship. 

I am not saying that this would have to be a hard and fast rule. I 
do not think that would be necess: iry, but I am confident that sched- 
ules could be worked out where little or no inconvenience would be 
worked upon the air-traveling public who use Washington as either 
a part of origin of flight or a part of destination. 

I know, and I am sure you know, that the Air Transport Associa- 
tion has been very forceful in its support of the Burke location. I 
have cooperated very closely with the Air Transport Association and 
with its individual airline members ever since I served in Congress 
as a member of the International and Foreign Commerce Committee, 
and, further, as a member of the Subcommittee on Transportation 
and Communications. 

I say I would be one of the last Members of Congress to do anything 
that would be adverse to the interests of the Air “Transport Associa- 
tion, or any of its member airlines, yet I must with complete sincerity 
oppose their position on this question. 

I think we should give the Friendship site a real trial. It was given 
about a 3-week trial basis sometime in the not too distant past. I 
understand that there were very little, if any, real inconveniences to 
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anybody. I think that it would result in a saving of many millions 
of dollars. I think that we should, if at all possible and consistent 
with our duties as Members of Congress, try to effect a savings of this 
proportion, if it can be done without inconvenience to the airlines 
and to the air-traveling public. 

Mr. Roonry. If there are no questions, we thank you, Congress- 
man Flynt, for a very interesting and informative statement. 

Mr. Fiynv. In the event that, as between the Burke location and 
the Friendship location, the committee seems to prefer the Burke 
location, and feels that it should be located on the Virginia side of 
the District of Columbia, I would then urge this subcommittee to 
give very serious thought to the selection of the site known as the 
Chantilly site, for reasons which will be developed, I feel sure, later 
on. 

I am sure that most of you have already seen the facilities existing 
at Friendship. I am sure that you have gone there by automobile, 
limousine, taxicab, or bus, and | feel that 1f you would compare the 
relative traveling time to the Burke location and also to the Friend- 
ship location, you would find that the time interval involved would be 
negligible and very slight, to say the least. In addition, the facilities 
at Friendship, as I stated earlier, are among the finest of any airport 
that I have ever seen. If you have not personally visited and inspected 
the facilities of the Friendship Airport, I hope that you will find it 
convenient to do so. ' 

Mr. Rooney. I think the members of the subcommittee are quite ; 
familiar with it. 

Mr. Fiynv. If there are any questions, 1 would be glad to try to 
answer them. 

Mr. Rooney. Thank you very much, Mr. Flynt. 

The next group which we shall hear is headed by Mr. Henry J. Rolfs 
and, I believe, is known as the Citizens Committee for Burke Airport. 

Will you proceed, Mr. Rolfs, please ? 


RE TR 


OT 


WepNESDAY, J ULY 31, 1957. 


—— 


Burke ArIRporT 
WITNESSES 


HENRY J. ROLFS, CHAIRMAN, CITIZENS’ COMMITTEE FOR BURKE 
AIRPORT, AND VICE PRESIDENT OF THE FAIRFAX COUNTY 
CHAMBER OF COMMERCE 

MRS. HELEN ROBERTSON, RESIDENT, BURKE AREA 

WILLIAM F. ENDERLE, MAYOR, HERNDON, VA. 








Mr. Rotrs. My name is Henry J. Rolfs. I am a resident of north- 
ern Virginia, a businessman and builder, and am appearing before 
you today in my capacity as chairman of the Citizens’ Committee for 
Burke Airport and vice president of the Fairfax County Chamber of 
Commerce. 

I believe the headlines in the four newspapers posted on the wall at 
the right point out more eloquently and dramatically, more than any 
words I could use, the reasons we are considering this very serious 
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problem today. The one on the left appearing in the Washington 
Times-Herald says, “Tower operator tells of his efforts to prevent air 
erash killing 55 here.’ 

This was “just before Congress passed the bill in 1% 50 for a second 
supplementary airport. 

The Washington Post says, “55 die when P-38 rams airliner after 
failing to heed warnings.” 

The Evening Star says, “Forty feared killed in midair collision of 
airliner and P-38 near airport here.” 

The Washington Daily News says, “Bodies in Potomac—CAB s 
52 dead in DC air collision.” 

Like the rest of the citizens and businessmen of northern Virginia, 
my future lies in the growth and development of our community. 
Our area must continue to be an attractive place to live, our local 
governments must provide needed community services at a support- 
able tax rate, and desirable new industries must be encouraged to 
locate in the 10 district. My activities have been directed toward 
these goals. 

I became interested in the proposed Burke airport several years 
after it had been originally proposed. Mindful of its potential im- 
pact on our community, | made a cursory investigation, and was 
appalled to find that many of the benefits “which the airport might 
bring were unknown to the people. Rather, they were being exposed 
toa continuous bar rage of misstatements, half-truths, and falsehoods. 

In cooperation with business and civic leaders in our community, the 
Citizens’ Committee for Burke Airport was formed as a factfinding 
group, and we have made it our business to find out the truth about 
the proposed second National Airport’s impact upon our commu- 
nity—and to fully explore both the favorable and unfavorable aspects. 

Pursuant to our investigation, which has been carried on continu- 
ously over the last 3 years, we have discussed every aspect of the 
situation with wae personnel in the field. We have met with 
representatives of the CAA, the aviation industry, and the manufac- 
turers, and have sought from them frank statements as to aircraft 
performance, safety, and noise. We have studied the report of the 
President’s Airport Commission (General Doolittle report), and per- 
sonally visited many of the great air terminals of this country and 
E urope, including New Y ork, Mi: ami, San Francisco, B: altimore, Chi- 

cago, Pittsburgh, and London; Paris, Frankfurt, Berlin, Hamburg, 
Rome, Zurich, and others. We have corresponded directly with the 
chambers of commerce in every major city in the United States to 
determine their evaluation as to the desirability and financial benefit 
to the community of their own commercial airports. 

Our committee has care fully investigated the charges made by op- 
ponents of the airport, in order to determine their validity, if any. 
We have checked supposed danger to residential communities and 
schools, and effects of airport construction on land values and busi- 
ness growth. 

Initially, public opinion in northern Virginia was against the air- 
port. We, therefore, undertook to debate the pros and cons of the 
proposed Burke Airport before business and civic groups. By pre- 
senting the facts in this manner, and through the news reports of these 
discussions a favorable change has taken place in the public attitude 
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toward the airport. This favorable change was recognized by our 
esteemed Congressman from the 10th District when he recently took a 
poll of all registered voters in Fairfax County to determine their 
views on the airport. This poll showed a clearcut majority for the 
airport—52 percent in favor, 39 percent opposed, with 9 percent 
undecided. 

Since this poll in early 1955, sentiment in favor of the Burke Air- 
port has continued to grow. The Fairfax County Board of Super- 
visors retained Francis Dodd MeHugh, a planning consultant, to 
assist the county in the preparation of a master plan. Mr. McHugh’s 
contract specifically called for investigation of the “effect of the pro- 

osed Burke Airport upon surrounding areas.” I quote now from 

{r. McHugh’s report, made after exhaustive investigation of the 
entire matter, and delivered to the county in February 1955: “In the 
course of the study, an obvious question arose; namely, “Why was the 
location at Burke proposed?” The answers were found to be com- 
pelling, and certainly not reasons to be lightly ignored in order to 
satisfy local opposition of relatively few residents of the area. The 
basic element of any forecast is present fact. The facts, summarized 
below, lead your consultant to recommend an airport at Burke. In 
view of the entire situation, failure to make such a recommendation 
would be rightly deemed a dereliction of professional responsibility.” 
These are the words of Mr. McHugh. His report went on to set forth 
the overwhelming benefits to the county from the construction and 
operation of the proposed airport. 

The proposed master plan of which Burke Airport was an integral 
part was subsequently presented to the various citizen’s associations, 
and the Federation of Citizen’s Associations of Fairfax County, and 
was endorsed by virtually every one to which it was presented. It 
was further approved by the League of Women Voters. With us 
here today is Mr. Robert Smith, past president of the Navy Commu- 
nity League, and member of the Federation of Citizen’s Associations, 
who is typical of those endorsing Mr. McHugh’s recommendations. 

The Burke Airport has been carefully studied by the chambers of 
commerce of the area. As you well know, these groups are extremely 
sensitive to anything which would destroy land values, reduce econo- 
mic opportunity, decrease the desirability of the community, or ad- 
versely affect tax rates. It has been their unanimous conclusion that 
the proposed airport would be beneficial to northern Virginia in terms 
of business stimulation and added tax resources, and would also at- 
tract desirable new industry to our area. The Burke Airport has been 
endorsed by the following business organizations, several of whom are 
represented here today: 


Fairfax County Chamber of Commerce 
Alexandria Chamber of Commerce 
Fairfax-Falls Church Jay-Cees 

Mt. Vernon-Lee Chamber of Commerce 
Greater Falls Church Chamber of Commerce 
Arlington Chamber of Commerce 
Annandale Business Men’s Association 
Northern Virginia Builders’ Association 
Alexandria-Arlington-Fairfax Real Estate Board 
Alexandria Contractors’ Association 
Alexandria Retail Merchants’ Association 








671 


Just yesterday the Greater Washington Industrial Council released 
a resolution endorsing the airport, and pointing out “the many im- 
portant advantages that have been established beyond challenge for 
the Burke location.” The council is an association of about 50 manu- 
facturers, and research and development companies in the metro- 
politan area of just the type which Fairfax County is seeking to 
attract. 


A copy of their resolution has been mailed to each member of the 
committee. 

Over a 2-year period, however, opponents of the airport actively 
sought to collect signatures on a petition stating their opposition. 
They have claimed that 3,000 signatures were finally obtamed, al- 
though the petitions have never been produced before the sev ‘eral 
congressional hearings, or before any other group, despite our repeated 
requests. By this spring it was therefore obvious to us, and to the 
Homeowner's Committee for the Air Age in Fairfax County and 
Northern Virginia, that a new survey of public opinion was neces- 
sary. Ina period of 12 short weeks our committee circulated petitions 
throughout northern Virginia, concentrating especially in the Burke 
area, and received over 11 000 signatures of homeow ners, taxpayers, 
and citizens endorsing Burke Airport and demanding its prompt 
construction. 

In connection with those 11,000 signatures, 7,000 coptes have been 
turned over to Senator Holland’s committee, and the other 4,000 were 
obtained after those were turned over to Senator Holland’s committee. 
They consist almost a hundred percent of people of voting age. A few 
of the signers reside outside northern Virginia, but they do own prop- 
erty within northern Virginia. I have with me here today, Mrs. 
Robertson, who lives in the Burke area, and who obtained well over 300 
signatures from her neighbors. I would like Mrs. Robertson to:stand. 
Here are the petitions which she circulated. 

She has done an outstanding job. 

Mrs. Robertson, would you br iefly at this time tell us where you live 
and how you obtained these petitions and why the people signed the 
petitions, if that is agreeable with you, Mr. Chairman ? 

Mr. Rooney. Yes. 

Mrs. Rosertson. I livea mile from the Burke Airport site and I have 
got 300 signatures here. I only had 3 who were against it in that 

vicinity, out of the 300 signatures. 

Mr. Roxrs. Why did these folks so willingly sign the petition ? 

Mrs. Roperrson. They want better utilities, better roads, and jobs. 

Mr. Rotrs. Thank you very much. 

Mrs. Robertson has those petitions with her in her hand, if any 
member of the committee would like to see them. 

Mrs. Robertson’s performance is typical of hundreds of citazens of 
Fairfax, who without difficulty secured 10, 20, over 100 signatures in 
their areas. It should be emphasized that to the best of our ‘know ledge 
this is the largest number of signatures ever collected in favor or 
opposed to anything in Virginia, and certainly shows the depth and 
unanimity of public opinion in favor of the airport. Today, the over- 
whelming majority of the people of Fairfax County—both close to 
the airport, and far from it—recognize its benefits to our community 
and would weleome its coming. 
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I have a quotation from Senator Holland that I think summarizes 
the value of this commercial airport to Fairfax County when, during 
my presentation to his Committee on the Second Supplemental Ap- 
propriation Bill for 1957 last summer, he replied thus: 

* * * T think it shows very clearly what all of us know to be the fact, that 
the location of the airport there (at Burke) would be highly beneficial to the 
area in a dollars and cents way. It would create industry. It would create 
homes. It would create great values. * * * 

As you know, our committee has repeatedly offered to make a $1,000 
contribution to the Fairfax County Hospital if our esteemed Con- 
gressmen could prove that the majority of the people in the Burke 
area, or in the county for that matter, do not want the Burke Airport. 
This challenge h: as never been accepted. Only last week, we ac cepted 
our Congressm: in’s suggestion that a new poll be taken of Fairfax 
County voters, and our committee offered to split the cost with the 
Congressman. Unquestionably, there is still a vociferous minority 
making a last-ditch stand against the airport, but the facts prove that 
the vast weight of public opinion favors its prompt construction. 

I have not gone into the specific reasons for the airport—why it 
is needed, why Burke is the best location from both the CAA’s and 
the Fairfax C ounty local point of view. I believe that the committee 
is mindful of these facts, but I am certainly willing to express my 
views on any specific questions which you may have. ' 

I am deeply appreciative of the opportunity to appear here before 
you today, and to state that, based on the factfinding work of our 
Citizens’ Committee for Burke Airport, and the polls, petitions, and 
other expressions of public opinion, we are convinced that the Burke 
Airport is vitally necessary to the Washington metropolitan area, 
that it will make a great economic contribution to our community, 
and that our citizens want and will welcome its construction. 

In closing, I noticed the following statement in the press by the 
Honorable Howard Smith of Virginia, who for many years ably rep- 
resented Arlington, Alexandria, and Fairfax in Congress, and who 
today represents our neighbors in the eighth district. Mr. Smith said: 

I’m afraid someone is going to be killed if nothing is done about the airport 
situation. They ought to stop fooling around and get it built. * * * 

I and the people of Fairfax County agree with this statement, and 
urge you to authorize the funds necessary for the construction of 
Washington’s second National Airport at Burke, Va. 

I would like to introduce Mayor Enderle, of Herndon, Va., who is 
with me. 

Mr. Roonry. You favor the location of this additional Washington 
airport at the Burke site, do you? 

Mr. Enperte. I do, Mr. Chairman. I am located close to the Chan- 
tilly site. I am about a mile and a half away from the Chantilly 
site. Herndon lies on the northwest tip of F: airfax County and is the 
largest area which is incorporated in Fairfax County. We have 
always felt that the Burke Airport was the proper site. 

I would like to point out, if I may, Mr. Chairman, that this vocif- 
erous minority objected to locating the University of Virginia at the 
town limits of Herndon. The objections that these people used very 
vociferously were that it was too far for, roughly, 2,000 commuting 
students, seeking college training and seeking a college education, to 
commute. Here they are trying again to cloud the issue with a rec- 
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ommendation that the airport be located at Chantilly which is fully 
3 to 5 miles further out than the town of Herndon and would be used 
so many, many times more by so many, many more people. This 
vociferous minority is trying to cloud the issue to the point where we 
lose sight, I think, of the importance of the need for another airport. 
We, in Herndon, have not had time to really weigh and sift the evi- 
dence as regards how the airport would affect Herndon. 

The Chantilly suggestion was brought out some 3 or 4 years ago 
and more or less discarded as not being practical. ‘Then suddenly 
several members of the board of supervisors and a group came out in 
favor of the Chantilly location and are pushing. I do not know why, 
but they are. The Centerville district in the county of Fairfax 
covers about one-third of the area of the county of Fairfax and we 
have only one representative on that board of supervisors, so it makes 
it kind of hard for us to be heard because of that representation. We 
do not have the population in a redistricting of the county. We feel 
that if you wanted to locate it at Chantilly, we would like to be heard 
again, either pro or con. We have not made up our minds out there, 
but we have consistently recommended, and the whole area has con- 
sistently felt, that the airport should be put at Burke for the safety 
of all of the area and the people that use Washington and its Capital. 

Thank you, gentlemen. 

Mr. Roonry. Thank you very much, Mr. Mayor. 

Mr. Rotrs. Could I ask a question ¢ 

Mr. Rooney. Yes. 

Mr. Roxrs. Could these gentlemen and the organizations they rep- 
resent here present in writing to the committee for the record a brief 
statement at some future time? 

Mr. Rooney. They will have to get it in immediately. 

Mr. Rotrs. How soon? 

Mr. Roonry. Tomorrow at the latest. 

Mr. Roonry. Perhaps you will cause them to do a lot of work 
that is unnecessary. 

Mr. Rours. All right, Mr. Chairman. 

Mr. Roonry. We are pleased to now have with us the distinguished 
gentleman from Virginia, Mr. Broyhill, who, I understand, is accom- 
panied by Mr. Joseph Freehill of the Fairfax County Board of Super- 
visors and Judge Paul Brown of the Fairfax citizens’ groups. 

Mr. Broyruiuu. Yes, sir. 

Mr. Roonry. You may proceed. 


Wepnesbay, JULY 31, 1957 
3URKE AIRPORT 
WITNESSES 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 

JOSEPH FREEHILL, FAIRFAX COUNTY BOARD OF SUPERVISORS 

JUDGE PAUL BROWN, FAIRFAX CITIZENS’ GROUPS 

JOHN C. WOOD, MAYOR, FAIRFAX, VA. 


Mr. Broruiy. Mr. Freehill is not here yet but Judge Brown is 
here. I have with me a Mr. Paul Tinslow, who lives in the area and 
is on the Fairfax County electoral board. I also have with me Mr. 
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John Wood, mayor of the town of Fairfax; Mr. Howe of the Citi- 
zens Committee of Burke; Mr. Lynch, a former member of the house 
of delegates, and Mr. Reisner who is a member of the citizens com- 
mittee at Burke. 

I hope Mr. Freehill, who is representing the Fairfax County Board 
of Supervisors, will be here to testify with us. He will probably 
arrive before we conclude our testimony. 

Mr. Chairman, I realize that the committee is trying to dispose 
of this matter in a short period of time, even though it is a rather 
detailed and complicated matter. 

Mr. Rooney. No, we are not. We are quite familiar with this 
Burke proposition. We took testimony on it back in 1951-52. I re- 
call Mr. Lynch. Were you not here at that time? 

Mr. Lynou. No, but you have taken testimony from me. 

Mr. Roonry. No; we are not hurrying through this at all. We 
shall give everyone concerned a fair hearing. 

Mr. Brorni. I appreciate the fact that you would like to dispose 
of it. I realize that the CAA testified here this morning and one 
of the committee members stated yesterday that he felt that the experts’ 
opinions should be followed here since the problem has been with us 
for a number of years and the committee has to act. 

I would like to say, without going into the technicalities of what the 
committee had to say, there is a difference of opinion among the so- 
called aeronautical experts in this matter. 

There have been some inconsistencies and procrastination on the part 
of the CAA, even though they come here now and say that this is an 
emergency matter and they must act right away. I would like to add 
at the outset that we, in opposing the construction of the Burke Air- 
port, are well aware of the problem that something has to be done 
insofar as providing additional air facilities for commercial aviation 
is concerned. We are not taking a dog-in-the-manger attitude and 
saying nothing should be done. ‘We have constantly tried to propose 
other satisfactor y alternatives to the problem. We plead to the com- 
mittee, and to the Congress, that consideration of the community 
should be given in acting on this matter. The fact of the matter is 
that that was, and is, the intent of the Congress, insofar as the act 
of 1950 is concerned, that authorizes the construction of an airport. It 
stated in the act that that choice of site by the Secretary shall be made 
only after consult ation with the governing body in the county in which 
the airport is to be located, w ith respect to the suitability of the site 
to be selected, and its possible impact on the vicinity. 

That has not been done. 

The governing body of Fairfax County has not been consulted or 
has not “agreed to the location of an airport at Burke. The CAA has 
ignored the directive of C ongress in trying to work out this problem 
in conjunction with the community. 

Secondly, I am here to state, and state officially. that the majority 
of the people in the northern Virigina area are opposed to the location 
of the airport at Burke. I know that that conflicts with testimony 
that you have probably heard immediately previous to ours, and as 
a result of certain questionnaires that I have taken out there—I have 
taken 2 questionnaires or 2 polls—1 showed a majority of about 3-2 

in opposition, and 1, which I took immediately following quite an 
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expensive and elaborate campaign on the part of the opponents, shows 
that a majority was in favor. li other samplings, but in checks that 
I have made in the District—there are many ways of making a check 
on the feelings of the people, as you members will agree—in various 
community meetings out there, letters and visits from my constituents, 
I am satistied that I am acting officially and in the best interests of the 
people that I represent when I appear before this committee on their 
behalf in opposition to the construction of that airport in the com- 
munity of Fairfax County. 

[ might add that all elected officials are in opposition to the con- 
struction of that airport at Burke. Not one elected official that rep 
resents all of Fairfax County has ever come out in support of the con- 
struction of an airport there. 

Both of our Senators, Byrd and Robertson, have consistently op- 
posed that airport. I, as a Representative in the district and the Fair- 
fax County Board of Supervisors, have on six occasions adopted a 
resolution in opposition to the airport, and, of course, our members 
of the general assembly. 

Along that line, I might also add, Mr. Chairman—I do not like to 
stress this point—I do feel that there is some congressional courtesy 
involved here where I do not believe my colleagues would want to in- 
differently impose something on my district, or on any colleague, in- 
sofar as authorizing something to be constructed in his district that 
would be injurious to him. 

I know we do not get sometimes all of the pork-barreling we would 
like to have, but I know of instances where they forced something on 
a member’s district that was objectionable to him and to his people, 
when there may have been another proper solution to it. 

I am trying to run along pretty fast, Mr. Chairman, in the time 
allotted and I would like to point out next——- 

Mr. Rooney. This is the second time you have referred to hurry- 
ing. You have not been interrupted. You have the opportunity to 
proceed if you will. We do not want this record to indicate that we 
are not patiently listening to you and to every word you have to say. 

' Mr. Broyut. I did not mean to say that. I am trying to protect 
the record, too. 

Then let me emphasize that myself, Mr. Chairman. 

I know that the clerk of the committee in scheduling the witnesses 
indicated that the committee wanted to get this matter disposed of 
in 1 day and would like to reduce the witnesses down to a limited 
amount of time. I certainly appreciated that desire on his part. 

Mr. Roonry. According to the schedule, you have 45 minutes. 

Mr. Broyuity. I am not complaining about the matter of time al- 
lotted, but we have a lot to say. 

Why do we oppose the construction of an airport at Burke? 

One of the great problems we have in all of our northern Virgini< 
communities is that too large a proportion of our income- produei ing 
land now is not on the tax rolls. Our principal industry is the Fed- 
eral Government and you know that Federal institutions, or installa- 
tions, are not subject to local taxation. We have no problems with 
payroll. We have a very thriving economy out there, but the mere 
fact that we do not have basic industries subject to taxation does 
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post a serious economic problem to Virginia. That is why we re- 
ceive such a nice amount as a result of Public Law 816. 

We would lose as a result. At a minimum of 4,400 acres, we feel 
it would be a large amount, but the 4,400 acres taken off the tax rolls 
and the additional payroll put on that nontaxable land for which we 
must provide community facilities, that would be an economic dis- 
advantage to the community. 

Sec ondly, and the most serious problem, is the noise and hazard 
as a result of having an airport located in the center of a highly con- 
gested residential community. Airports themselves ave undesirable, 
but we are thinking a little bit along the lines of what the future might 
bring and certainly the jet age is here. From all information we could 
dig up, the noise of this jet aircraft makes living conditions around 
the community intolerable. Here is a picture that appeared on the 
tet page of the Washington Evening Star showing where a ceiling 

had crashed in as a result of a jet airplane breaking the sound barrier 
in the adjacent area 

Here is an extract of testimony made by Mr. Lyle, former Direc- 
tor of the CAA, before either this committee or the Senate Appro- 
priations Committee, when he stated that some day we may have to 
receive jets at National. Having them take off over Washington 
would be intolerable for the residents. 

I have several extracts of various testimony made and one appear- 
ing in the Hoover report to the President in which he headed an air- 
port commission to study air problems in the country. They point 
out how this jet age is going to impose a serious problem on the com- 
munities surrounding airports. 

We are quite cone erned as to what a jet airport located in the com- 
munity in which there are about 40,000 people living, or a radius of 
5 miles, might do to living conditions in the future. Of course, as far 
as the hazard is concerned, we know that there is no place in the 
country now that is safe from air crackups, even when they crack up 
out in the center of Death Valley or the Grand Canyon. 

Where there are more airc raft taking off and landing in a commu- 
nity, there is certainly a greater chance for crashes and erackups. 

Why do we have a need for an additional airport here in the metro- 
politan area of Washington? As you gentlemen may recall, this 
whole thing was started as a result of an air tragedy which occurred 
here back in 1950. If you recall further, that collision was caused by 
a commerical aircraft and a military airplane operated by a Bolivian 
pilot. The question I would like to ask is, what was the military 
plane doing at the commercial airport at that time? 

I think in checking up here you will find that there are plenty of 
airport facilities in the metropolitan area of Washington. We have 
Andrews Field, Bolling Field, Anacostia Field, and we have an air- 
port here at Fort Belvoir as well as National Airport, Friendship Air- 
port, and several small private airports. 

With all of the military aircraft here in Washington, maybe the 
construction of 3 or 4 additional airports will not satisfactorily take 
care of all of their desires. Maybe constructing 50 additional air- 
ports here will not eliminate the air traffic or hazard in the air be- 
cause certainly if you have additional airports here in the area, you 
are going to attract additional aircraft in the skies over the area. 
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Recently the Armed Services Committee authorized the construc- 
tion of another Navy airport here at Davidson, Md., which would be 
very close to this metropolitan area. All of these near misses that 
the CAA keeps talking about—in the last publication, I think they 
said 34 near misses in the last year, and 25 of those were caused by 
military aircraft. 

[ submit that the real answer to this problem would be to do some- 
thing to get this unnecessary military aircraft away from this con- 
gested metropolitan area. In fact, I believe the CAA in its first 
choice thought Andrews Field should be taken over for commercial 
use and get the military located out in an area a little farther from 
Washington which may be strategically a little better, and certainly 
the land would be more economical initially and more economical to 
develop. 

From the national standpoint, the taxpayers’ standpoint, we feel 
that in our objections to Gerke that the cost itself is a prohibitive item. 
That land around Burke is very costly land because it has been 
developed up to the lines of the airport and the land is increasing in 

value every day. Not only would the basic cost of the land be some- 
what unreasonable, but the terrain itself is not suitable for an air- 
port. I do not have to be an aeronautical engineer to know what it 
costs to shape land for an airport. I have been in the building busi- 
ness for years and I know what it costs to move earth around. Cer- 
tainly, the cost to shape up the terrain around Burke, to level it off 
for an airport, would be rather prohibitive in cost in comparison to 
many other sites available near the metropolitan area of Washington. 

Third, and this gets into the aeronautical engineering field a little 
bit, but I am supported in this by people who have knowledge of 
aeronautical engineering, and that is that the location of Burke 
being only 12 or 13 miles from the National Airport is too close. If 
we have congestion at National Airport now, certainly by putting 
another major airport only 12 miles away will not eliminate the 
congestion in the area insofar as the area 1s concerned. 

Here is a report made by the system engineerig team of the Wash- 
ington Aviation Facilities Planning in the , White. House. They made 
a report to Mr. Curtis and they stated something in here about the 
space between airports: 


The location of multiple airports in a metropolitan area will greatly influence 
their respective capacities. In fact, if airports are located too close together they 
can hinder one another to the extent that two airports will have no more 
capacity during instrument flight rule weather than a single airport. Further, 
it is desirable to develop one airport site to its maximum potential before con- 
structing another airport. The greater the number of airports, the more com- 
plicated is the approach system which must be utilized. The genera] operational 
cutee for airport location can be summarized as follows: (@) An airport 
should be developed to its maximum capacity with parallel runways before a 
second airport is constructed. The second airport, or any others needed, 
should be located on either side of the first airport with the instrument runways 
of both airports parallel. (b) The recommended spacing between airports is on 
the order of 16 miles, although this figure must be finally determined through 
operational experimentation. Existing airport complexes have lesser spacing be- 
tween airports and the air traffic control system must be developed to accommo- 
date these existing complexes. However, where new planning is being under- 
taken, a separation such as 16 miles is desirable, with the understanding that 
each airport is to be developed on a multiple-runway basis. 
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As I pointed out eaters the location of the Burke site is only 
within 12 or 13 miles of the National Airport. 

We feel that there are many other locations around here which 
could be used in addition to the temporary use of Friendship. The 
accessibility compares quite favorably with Burke. They have esti- 
mated anywhere from 35 to 40 minutes ground distance from the 
proposed Burke Airport to the Statler Hotel. 

I propose the location of an airport at Belmont Bay that would 
make the approaches over water and not make the approaches dis- 
turbing to your residents. That is a difference of 4 or 5 minutes. We 
have proposed a site to the west of Chantilly where the Government 
already owns a large amount of land. The estimated travel distance 
out there, with a new limited-access freeway proposed in the interstate 
system would be somewhere around 27 minutes to the National Atr- 
port. 

So, we are quibbling here for 5 or 10 minutes at the most in ground 
travel time to and from this airport. Yet, the CAA objects to that 
and are willing to impose such a hazardous facility on the community 
for the sake of 5 or 10 minutes. Yet, we are talking about an inter- 
continental and transcontinental airfield. 

I feel that the future of aviation has to be considered and we have 
got to consider these transcontinental and intercontinental airports 
as area airports serving not just the people coming into the Statler 
Hotel, or to the center of Washington, but possible people from as 
far away as Charlottesville, Winchester, and areas like that. If it 
is an intercontinental airport, it certainly has to take care of a larger 
area than Metropolitan Washington. I think it is poor planning to 
consider the 5 or 10 minutes from one particular zero point in the 
center of Washington, when we are dealing with an area that might 
embrace 3 or 4 million people. 

Another point I would like to make, Mr. Chairman, is that this 

appropriation request of $35 million is in excess of the amount author- 
ized im the act of 1950. I know that the administration lawyers are 
basing their request for an appropriation in excess of $14 million 
on the Joose language in the act, which obviously is to provide for an 
appropriation for operation and maintenance of the airport. This, of 
course, is not meant in any way to be a threat to the committee, because 
I have no way of showing what the ruling would be on the House 
floor, but I am preparing a brief on this matter. 

I am submitting it to the Parliamentarian of the House and I 
intend to raise a pomt of order in the Committee of the Whole House 
on the State of the Union if this amount is appropriated. I mtend 
to raise a point of order that it does exceed the amount authorized in 
the act of 1950 which is clearly set forth as being $14 million, of which 
approximately $1,300,000 has already been Ni fect 

Tn conclusion, I would like to state that if the committee and the 
Congress would deny this appropriation request at this time, T believe 
it would force the administration and the CAA to objectively look 
into these other possible alternatives for a solution to the airport 
problem here in the area. Certainly the airlines themselves do not 
want to use Friendship as a temporary answer to the problem and the 
CAA or CAB, or no one else, seems to have the authority, nor the 
power, to force them to do it. 
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I do not believe it to be speculating too much to say if the airlines 
had to pay for the construction of these air facilities themselves they 
would be most anxious and willing to use Friendship, not only as a 
temporary answer to the problem, but as a permanent answer to the 
problem. 

As Congressman Bow has pointed out on many occasions, if we 
just changed the name of Friendship Airport to the W ashington- 
Baltimore Air port, it would have quite a bit of change on the psy ycho- 
logical effect whether that airport was a Baltimore airport or a 
Washington airport. 

I would like to further reemphasize I am here representing the 
people of the 10th District of Virginia. I state that they do not 
want the airport in their community. It is not in their best interest. 
I have been opposed to it in every prior election, and the people have 
reelected me knowing I was opposing the Burke Airport. So I think 
that I can safely state here officially that the people of Fairfax County 
do not want the airport. I beg of the committee they do take that 
as one consideration in their deliberations of whether or not this 
appropriation should be made. 

That concludes my testimony. If you have any questions I would 
be glad to try to answer them. If not, I would like for you to hear 
Judge Brown. 

Mr. Roonry. You may proceed, Judge Brown. 


STATEMENT OF JUDGE BROWN 


Judge Brown. Mr. Chairman, and members of the committee, my 
name is Paul E. Brown, and [ am a resident of Fairfax County, Va. 
Since June 13, 1951, the date of the announcement of the selection of 
the Burke Airport site; I have been associated with a group of Fairfax 
County residents and homeowners who are strongly opposed to the 
establishment of a jet airport at Burke. Mr. Ernest W. Reisner, 
chairman of that organization, has delegated me to appear as spokes- 
man for that group today. Being aware of the long and trying 
session you have had, we certainly appreciate the time and considera- 
tion you are now giving us. 

At this point I w ould like to deviate from my statement just a 
moment. Mr. Joseph Freehill, a member of our board of supervisors, 
was scheduled to precede me and he was to cover certain things I am 
not going to cover from a governmental angle. I hope that ‘he will 
be here before you conclude your hearings. If not, I hope you will 
accept from him a statement. 

Mr. Rooney. We shall do that most certainly. 

Judge Brown. In order to save time we have with us in our dele- 
gation Mr. John C. Wood, the mayor of the town of Fairfax. The 
town of Fairfax has adopted a resolution opposing the location of the 
Burke airport. I do not knowwhether you know it or not, but the 
town of Fairfax’s corporate limits are 2.62 miles from the Burke Air- 
port. He has written a letter addressed to Mr. Preston, not knowing 
he was not going to be here today, and I would like to insert the letter 
and the resolution in the record at this point. 

Mr. Roonry. We shall insert the letter and the resolution at this 
point in the record. 
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(The letter and resolution are as follows :) 


TOWN OF FAIRFAX, 
COMMONWEALTH OF VIRGINIA, 
Fairfaz, Va., July 31, 1957. 
Hon. PrRIncE PRESTON, 
Chairman of the House Subcommittee on Appropriations, 
House Office Building, Washington, D. C. 

Drarn CONGRESSMAN PRESTON: I am enclosing herewith a certified copy of a 
resolution of the town council of the town of Fairfax adopted April 18, 1957, 
which was previously sent to the Senate Subcommittee on Appropriations, to our 
two Senators from Virginia and our Congressman from the 10th District. I have 
just returned from my vacation to find that the matter is now pending before 
your committee. 

As you will notice from the resolution, the town council has previously opposed 
this airport and has taken this action because of the large amount of misleading 
publicity being given the proponents of the Burke Airport. 

The town of Fairfax has a population at the present time of approximately 
6,000, In addition to this, there is a lot of development around the edge of the 
town, which is not counted in that population, and, conservatively speaking, 
there are certainly 10,000 people residing in and around Fairfax who would be 
affected by the Burke Airport. It is only 2.62 miles from the edge of the proposed 
airport to the edge of the town, and we are informed that the main runways wil! 
be pointed directly toward the town. As a matter of fact, the left north runway 
approach zone would be directly over 2 elementary schools, 2 churches, and a 
parochial school which is going to be built in the near future, all of which are 
located within the corporate limits of the town of Fairfax. 

I know that you have given this problem a great deal of time and thought, 
all of which is greatly appreciated by us. 

Sincerely yours, 
JOHN C. Woop, Mayor 


At a meeting of the Town Council of the Town of Fairfax, Va., held at Fairfax, 
on Thursday, April 18, 1957, the following resolution was adopted: 

Whereas it has been brought to the attention of the Town Council of the Town 
of Fairfax, Va., that there has been a large amount of publicity recently about 
the Burke Airport. 

It has also been brought to the attention of the said town council that a great 
deal of this publicity emanates from persons other than residents of the county 
of Fairfax or the town of Fairfax, and after a discussion of the matter and the 
disastrous and detrimental effect that the location of the Burke Airport would 
have on the town of Fairfax and its residents, it was moved, seconded and 
adopted that the Town Council of Fairfax, Va., reaffirm the previous stand that 
it took against the location of said airport, and the clerk of the council is hereby 
directed to transmit a certified copy of this resolution to the Honorable Spessard 
L. Holland, chairman of the Senate Subcommittee on Appropriations now study- 
ing this matter, and to Hon. Harry F. Byrd and Hon. A. Willis Robertson, Sena- 
tors from the State of Virginia, and a certified copy of same to Hon. Joel T. 
Broyhill, Congressman for the 10th District of Virginia. 

It is the wish of this council that our Representative in Congress and our 
Senators vigorously oppose any effort to locate said airport at Burke, Va. 

A true copy—Teste : 

[SEAL] Frances L. Cox. 

Clerk of the Town Council of the Town of Fairfaz, Va. 


Judge Brown. Mr. Wood is with us today if you want to ask him 
any questions. 

The subject under discussion today is certainly not new to this 
committee. It first came before you in February 1952, at which time 
the Civil Aeronautics Administration was making a request for an 
appropriation in the amount of $1,660,000 for the acquisition of land, 
and so forth, for the Burke Airport. It came up on the floor of the 
House on March 12, 1952, after this committee had reduced the amount 


to $1,400,000 and was denied by a vote of 128 to 41, more than a 3 to 1 
margin. 
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In March 1953, it again came before this subcommittee in the regular 
budget and after hearings were held, Secretary of Commerce Weeks, 
on March 17, 1953, advised you that he had deleted this item from the 
budget. 

On the Senate side, there have been two refusals to make any appro- 
priation for this purpose. In 1952 an effort was made to have the 
$1,660,000 request reinstated, but the Appropriations Committee re- 
fused to do so. 

On July 9, 1956, at the tail end of that session, a request was made 
for $34,700,000 for this airport, and the Senate Appropr iations Com- 
mittee recommended “No appropriation for this item at this time.” 
On July 25, an amendment was offered on the floor of the Senate pro- 
viding for the appropriation of $12,943,750 for this airport. This was 
defeated by a vote of 56 to 32. 

I might say that Senator Monroney offered the amendment on the 
floor, first in the amount of $34,700,000. Some question has been 
raised about the limit of the authorization in the enabling act and 
Mr. Monroney stated on the floor that he wanted to amend his amend- 
ment to bring it down to $12,943,750, as he stated, because there was 
serious doubt about the legality of the amount over and above the 
original $14 million appropriation. 

And now today you again have before you another request for 
money for the Burke Airport, again at the tail end of a session, this 
time for $35 million. 

It has been urged that this money be appropriated without delay. 
Why then, if this urgency exists, are these requests always made 
at the very tag end of your sessions? 

The effects of a jet airport at Burke gives us grave concern. Sit- 
uated as close as we are to National Airport, we will to all intents 
and purposes be in a cross-fire of aerial congestion. The annoyance 
and hazards connected with such an oper ation will certainly not be 
desirable from a residential standpoint and in many cases will be 
unbearable. These fears are not just imaginary but proven facts, as 
evidence by the policy of the Federal Housing Administration and 
Veterans’ Administration in refusing to guarantee loans on residences 
around existing airports. These restricted areas run anywhere from 
2 to 314 miles from the edge of existing airports, and there are many 
instances of record where these agencies have refused to guarantee 
loans in those areas. 

I might say they have done it right at Friendship within the past 
2 years. It has been suggested that if we did not like it around such 
an area and did not want to live there we could sell our places and 
move out. I ask you gentlemen who under those conditions would 
buy, and as a matter of fact how many people could buy your prop- 
erty if they were unable to get a loan through FHA or VA financing. 
The area affected in this manner around the proposed Burke Airport 
site undoubtedly would run into several thousands of acres. 

We do not deny that the National Airport is inadequate, and cer- 
tainly will not be used for the handling of jet. aircraft. 

T think that was brought out by Mr. Broyhill when he said that jets 
would never be used at the National Airport because they would be in- 
tolerable to the residents in Washington. We are residents but not of 
Washington, but we are subject to certain noise nuisances too. 
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However, we do feel and quite strongly that the expenditure of the 
enormous amount of money it will take to build the Burke Airport 
a be an extravagance, in addition to creating a blight on Fair- 

fax County. Friendship Airport has been available for use as a sup- 
plemental airport to Washington since 1951, and it is one of the few 
airports in the country that can at this time accommodate commercial 
jet planes. The only real argument made against its use is made by the 
Air Transport Associ iation, and they claim that it is too far from 
Washington. This argument brings to mind the same argument that 
was made by Capt. E ‘ddie Rickenbacker in 1938, at which time an 
effort was being made to select a new airport for Washington, instead 
of the old Hoover Field. In the Congressional Record for June 14, 
1938, on page 2673, Captain Rickenbacker is quoted as having said: 

if air transport is moved from its present site, Eastern Airlines will be forced 
to discontinue its “merry-go-round between the Capital and New York.” We 
will be forced to eliminate the present service entirely and the only stops at 
Washington will be those in the course of passage on long-distance schedules. 
As between Camp Springs and Gravelly Point, I can’t see any benefits either 
way. One is to far out, the other is too close to the Army and Navy fliers at 
Anacostia. The thing I am interested in is better air transport service, which 
includes reducing time of travel between airports and commercial centers. What 
good is it to make the New York run in an hour if we lose 40 minutes on the 
ground going to and from the airport and downtown Washington? 
As you well know, the move was made to Gravelly Point and instead 
of eliminating flights Eastern Airlines increased them and continues 
to operate. The Air Transport Association, as far as I know, was 
not organized at the time Captain Rickenbacker made these state- 
ments, but the same argument is being made today by the Air Trans- 
port Association on behalf of the airlines, whenever Friendship Air- 
port is mentioned. 

There are two arguments that I have heard in favor of an appro- 
pr iation for the Burke Airport that I would like to try to answer, and 

1 hope convincingly. 

First, it has been said that Congress by its enabling legislation 
(Public Law 762, 81st Cong.) authorizing the Sec retary of Commerce 
to select a site for the Washington Supplement: ary Air port, and that 
Congress after delegating this ‘authori ity should not question the suit- 
ability or propriety of such selection. 

Second, that the selection of the Burke site was made after much 
careful study by experts in their field, and that Members of Congress 
do not qualify as such experts, and should not question the selection. 

From what little I know about politics and Congressmen I do not 
know of anyone who has to be more expert in analyzing things that 
come before you, and Lord knows, everything comes before you. 

Going back to the first question, I feel confident that if Rock Creek 
Park, Hains Point, the E llipse, or some other obviously inadequate 
or unsafe place had been chosen Congress would certainly seriously 
question the selection. The purpose of the enabling legislation was 
to provide a safe and adequate supplementary airport. If safety— 
and when I use the word “safety” 1 mean it to apply to residents and 
passengers—if safety and adequacy are questionable as to the site 
selected, then it would seem to me to be clear that Congress would 
not only have the right but the duty to go into the matter and to go 
into it thoroughly. None of us pretend to be experts in this connec- 
tion ; however, to become conversant with the facts we must study 
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the opinions reached by the experts. In this particular case, the con- 
clusions reached by the CAA do not seem to correspond with the 
reasoning of the experts. For example, the CAA site location re- 
port made in 1951 by an expert states that the Burke Airport is 
13 miles from National Airport. Airport Design, issued by CAA 
June 15, 1948, states that the “minimum distance” between such air- 
ports as National and Burke is 16 miles. Again, the site selection 
report made by CAA in 1951 states as follows: 


The Air Traffic Control Division has made a study of air-traffic patterns on 
the basis of an airport on the Burke site. Traffic capacity would be reduced 
unless conflict with Dahlgren and Quantico danger areas could be eliminated. 
Back course approaches (from the north) would be restricted to inability to 
accommodate dual primary stacks. 


At this point I want to say as far as I can determine from inquiry 
or records, the conflict with Dahlgren and Quantico danger areas 
has not and will not be eliminated. 

CAA Technical Development Report No. 187, November 1952, had 
this to say: 


The proposed Washington supplemental airport at Burke, Va., presents sey- 
eral diverse problems. The most formidable restriction to efficient traffic flow 
is the Quantico danger area which is located 11 miles southwest of the Burke 
site. This Marine gunnery and rocket range, which covers an area of over 
100 square miles, limits considerably the airspace available for maneuvering 
aircraft into the final approach path at Burke Airport. 

The Dahlgren danger area, located 24 mikes south-southeast of Burke, does 
not restrict traffic flow in the immediate airport vicinity. However, it does com- 
plicate the arrival routes to the three major airports in the terminal area. 

The proximity of the Burke site to the Washington National Airport will 
tend to restrict the flow of traffic into the latter field by obviating the use of 
a west sector holding fix for feeding traffic into the Washington National Air- 
port. This restriction may not be too serious if Burke becomes the principa! 
airport in the Washington terminal area, since it is likely that Washington 
National Airport would then lose much of its present commercial traffic. 


Mr. Lee, when he was Administrator of CAA, said that Burke 
would not become the principal airport, it would act just as a supple- 
mentary airport and that the Washington airport would continue to 
operate at its utmost ¢ api icity. 

The systems engineering team of the Office of Aviation Facilities 
Planning, the W hite House, issued a publication, which I will here- 
after refer to as the Curtis Report, dated May 1957, entitled “Mod- 
ernizing the National System of Aviation Facilities,” and on page 60. 
ps wagraph VIII, they have this to say about spacing betweeen air- 
ports: 


SPACING BETWEEN AIRPORTS 


The location of multiple airports in a metropolitan area will greatly influence 
their respective capacities. In fact, if airports are located too close together 
they can hinder one another to the extent that two airports will have no more 
capacity during IFR weather than a single airport. Further, it is desirable to 
develop one airport site to its maximum potential before constructing another 
airport. The greater the number of airports, the more complicated is the ap- 
proach system which must be utilized. The general operational criteria for 
airport location can be summarized as follows: 

(a) An airport should be developed to its maximum capacity with parallel 
runways before a second airport is constructed. The second airport, er any 
others needed, shauld be located on either side of the first airport with the in- 
strument runways of both airports paraliet. 
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(b) The recommended spacing between airports is on the order of 16 miles, 
although this figure must be finally determined through operational experimen- 
tation. Existing airport complexes have lesser spacing between airports, and 
the air traffic control system must be developed to accommodate these existing 
complexes. However, where new planning is being undertaken, a separation 


such as 16 miles is desirable, with the understanding that each airport is to be 
developed on a multiple-runway basis. 


(c) Airports along the extended centerline of the instrument approach to an- 
other airport should be avoided, if possible. If built, they should be located 
about 40 miles away from the existing airport. 

(d) Airport location must be consistent with the overhead airways traffic pat- 
tern and avoid creating unnecessary airspace problems. Traffic flow to and from 


the airport should be considered and airports located to avoid unnecessary cross 
traffic through terminal areas. 


The overall coordination of airport location is a function which only the Fed- 
eral Government can perform. All military and civil airports must be con- 
sidered, often involving more than one community and sometimes more than one 
State. Thus, to insure the efficient use of our existing airport system and plan 
intelligently for new airports, the Federal Government must provide for general 
supervision of airport planning and location. 

The Federal Government is not providing this needed supervision today. As 
a result, new airports, both civil and military, are being planned and constructed 
without due regard to the proximity of other airports and the airways. [Italic 
supplied. ] 

Here we have the opinions and conclusions of acknowledged ex- 
perts. They agree that the minimum distance between these 2 air- 
ports should be 16 miles, while Burke is 13. The CAA admits that 
traffic capacity would be reduced because of the conflict with Dahl- 
gren and Quantico, and that certain approaches would be restricted. 
If we take the opinions and conclusions of the Curtis report, Burke is 
definitely eliminated as an adequate airport and considerable question 
could be raised as to its safety, because if you have unnecessary air 
space problems you have unnecessary confusion and unnecessary con- 
fusion can only result in tampering with safety. 

I also want to call your particular attention to the following con- 
clusion in the Curtis report: 


An airport should be developed to its maximum capacity with parallel run- 
ways before a second airport is constructed. The second airport or any others 
needed should be located on either side of the first airport, with the instru- 
ment runways of both airports parallel. 

National Airport does not have parallel runways, but we do not pre- 
tend to say that it has not been developed to its maximum capacity. 

On February 20, 1952, officials of the CAA testified before this com- 
mittee in reference to the runway layout of the proposed Burke Air- 
port. On page 73, of the transcript of those hearings, you will find 
the following statement by the project engineer: 


Based on initial studies there is only a minor compromise in the ideal layout: 
the parallel runways are separated by 4,500 feet. Subsequent review, however, 
nade on the basis of primary runways oriented more nearly in accordance with 
the recommendation of the air-traffic control studies (8° east of north) indi- 
cates that 5,000 feet separation is. feasible without increasing the grading quan- 
tities. Thus, there are no compromises with the ideal layout. [Italie supplied. ] 

I assume by that statement that is the ideal layout. 

Since that time we understand that the runway layout has been 
changed so that the runways will be running directly due north and 
south, instead of 18° east of north. Whether the instrument runways 
of National and Burke would be parallel or not is difficult for me to 
say, but certainly this is a question that should be resolved. In any 
event, to impress upon you that experts can differ here you have an 
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ex ample of CAA experts differing within their own realm, in 1951 
stating that the ideal layout was for the runw ays to run 18° east of 
north, and later changing them so that they run due north, and, 
incidentally, this makes the north approach zone directly over the 
town of Fairfax. 

As I pointed out before, that is 2.62 miles from the edge of the air- 
port to the edge of the town. 

Experts not only disagree about things, but can be mistaken, as is 
evidenced by the difference in the estimates of the cost of the Burke 
Airport. In 1950 Congress was given the impression by the experts 
that this airport would cost $14 million, and that amount was author- 
ized in the enabling legislation. At the time the Burke site was 
selected, in 1951, Congress was again told that a usable airport could 
be built at Burke for $14 million. while the preliminary report CAA 
showed the estimated cost to be $37,721,921. We know that the experts 
were wrong about this, because on one item alone $904,000 was esti- 
mated as the cost of 4,520 acres of land, and more than that amount 
has already been spent to acquire approximately one-fourth of the 

land, or 1,050 acres. That estimate, $14 million, incidentally, did not 
include any cost of hangars at all. Now the appropriation request 
is for $35 million, which is in addition to $1 million already spent, 
and that undoubtedly will only be a beginning. We would like to call 
your attention to an article appearing in the Chicago Daily News, 
April 24, 1957, in reference to O'Hare Field, in that city. According 
to this article, the total cost of O’Hare Field will be $122 million 
when completed. Conservatively speaking, the surke Airport would 
not cost less than $50 million, and it is certainly within reason to say 
that it may cost as much as O’Hare Field; however, taken at best, 
$36 million is certainly a far cry from $14 million, which was the 
figure given Congress by experts. 

Mr. Rooney. I believe approximately $ $50 million is the adminis 
tration’s present figure. CAA originally asked for $14 million but 
that figure has gone up all along the line. 

Judge Brown. That is exac tly what happened. 

Mr. Rooney. I was under the impression this morning that the 
total was $14 million, but my attention was called to some testimony 
before the committee back in 1952 that CAA had a figure then of 
about $30 million. 

Judge Brown. We pointed that figure out, too; they did not. They 
did not admit it in those hearings, if you will remember. 

Mr. Rooney. I think they did. I am interrupting you and I do not 
mean to. 

Judge Brown. I do not recall their testimony. We pointed it out 
to you that it was $37 million. 

Again experts have made a mistake in that when this airport was 
first discussed in Congress in 1950, 2,300 acres was the estimated size 
of the airport. Now they are talking in terms of 6,400 acres to be 
condemned in fee simple or easements. 

Under these circumstances, and due to the changed conditions 
brought about by the advent of jet commercial planes, we certainly 

feel that Congress has not only the right but the duty to question the 

selection of this site as to adequacy and safety, and I do not believe 
that Members of Congress have to be experts in order to see some of 
these glaring discrepancies. 
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On March 6, 1955, the Presidential Advisory Committee reported 
as follows; after an investigation of this airport situation : 

Use Friendship as a supplementary facility for some time. 

On July 9, 1956, Secretary of Commerce Weeks asked CAB to immediately 
designate Friendship as an alternate to Washington National. On January 16, 
1957, CAA Administrator Pyle said before the Holland committee in the Senate, 
“We are in full accord that the use of Friendship should be made immediately. 
We should use Friendship. It is a good facility.” 

Why, after setting up standards requiring a minimum separation 
of 16 miles for such airports, and why after the Curtis report advises 
such a separation, did the CAA ignore their own opinion and that 
of others who are undoubtedly experts in this field, and insist on the 
Burke site, which is 13 miles from National? In all of the arguments 
we have heard, it all boils down to one thing. The Air Transport 
Association insists that any other field (with the exception of An- 
drews) entails too much travel time on the ground, echoing the very 
words of Captain Rickenbacker in 1938. 

Gentlemen, we earnestly request that you recommend the denial of 
this appropriation. 

We are sincere in stating that there is a change in conditions due 
to the advent of events. There is a change in Fairfax County due 
to the rapid growth of the county. It is one of the most rapid-growing 
counties in the State. 

I will say one thing and I will come to an end. I guess some good 
comes out of all these things. This whole airport problem has been 
going on for a little over 6 years. In a way, it is something like a 

wake. Iam part Irish and I like to go to wakes. You meet old friends 
and you renew old acquaintances In this e: ase, as you probably know, 
I am a Democrat, or I would not be a judge in Virginia, and we have 
gotten together there, Democrats and Republicans, and we have gotten 
so we sort of know each other again and do not thumb our noses to 
each other as we go by. Republicans speak tous. This is not a partisan 
matter. It is a matter of just waste or economy, and I think safety. 
I am sincere in that. 

I thank you gentlemen very much for your time. 

Mr. Rooney. Thank you, Judge Brown. This is not a partisan 
matter at all, and I do not think this committee will consider it as a 
partisan matter any more now than it did back in 1951 and 1952. 
Incidentally, you have made a good attempt to get me to change my 
mind in this matter. 

Judge Brown. I would like, with the permission of the chairman, to 
insert a pamphlet entitled “Facts About CAA’s Proposed Supple- 
mental Airport at Burke,” gotten out by the Northern Virginia Com- 
mittee opposed to a supplemental airport. 

The letter is signed by Mr. Paul C. Kincheloe, chairman. 

Mr. Rooney. Without objection, this pamphlet shall be inserted at 
this point in the record. 

(The pamphlet referred to is as follows :) 


NORTHERN VIRGINIA COMMITTEE OPPOSED TO A SUPPLEMENTAL AIRPORT 
AT BURKE, VA. 


My Dear SENATOR: Would you vote for a $75 million project based on a 1951 
solution to a 1965 problem? 

Would you vote to spend $75 million for a facility when the equipment which 
will use that facility has not even been produced yet—where no one knows 
the actual requirements of such equipment, and when there are existing facilities 
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available at no cost or at very little cost comparable with the proposed facility 
to be built where such new equipment can be accommodated during the formative 
years? 

Would you vote to spend $75 million in a congressional district over the opposi- 
tion of the district’s own elected Congressman,' and over the opposition of the 
State’s two Senators, and over the opposition of the adjoining State's two Sen- 
ators and majority of its Congressmen, and over the repeated opposition of the 
county board of supervisors in which county the facility is proposed to be 
located ? 

Would your constituents look with favor upon your supporting such un- 
warranted and unnecessary expenditures of the taxpayers’ money in some other 
congressional district? 

We believe the attached facts about the CAA’s proposed supplemental airport 
at Burke, Va. will be of interest to you. 

Very truly yours, 
Patt C. KINCHELOE, Chairman. 


Facrs Arnout THE CAA’s PROPOSED SUPPLEMENTAL ATRPoRT AT BurRKE, VA. 


Did the Congress of the United States select the Burke site? 


Fact No. 1. No. Public Law 762 of the Sist Congress approved September 
7, 1950, authorized the Secretary of Commerce to select a site and construct a 
commercial supplementary airport in or in the vicinity of the District of 
Columbia. On June 13. 1951, the then Secretary of Commerce, Charles Sawyer, 
announced the selection of the Burke site, pursuant to a CAA recommendation 
and petition for condemnation was filed in the United States district court in 
Alexandria, Va. 


Who opposes the proposed airport at Burke, Va.? 


Fact No. 2. Both Virginia Senators oppose it. 

Senator Harry F. Byrd continually since 1951 and specifically in a letter 
printed in the Senate Appropriations Committee hearings (p. 202) of the third 
supplemental appropriations bill 1952. Also see Congressional Record July 25, 
1956, page 13278. 

Senator A. Willis Robertson has continually since 1951 opposed the building of 
an airport at the Burke site (see pp. 234-235 of hearings above. Also see Con- 
gressional Record July 25, 1956, p. 13279). 

Fact No. 3. The Congressman in whose district Burke, Va., is located opposes 
it. 

Congressman Joel T. Broyhill (Republican, 10th Congressional District of 
Virginian) who has been elected 3 times to Congress with 1 of his campaign 
planks being opposition to the proposed Burke Airport; who has testified in 
opposition to Burke Airport at various hearings including House Interstate 
and Foreign Commerce Subcommittee hearings on H. R. 5473 (pp. 3-10) on July 
6, 1953, Senate Appropriations Committee hearings on H. R. 12350, S4th Con- 
gress, 2d session (pp. 161-164) on July 16, 1956, and Holland special subcommit- 
tee, Senate Committee on Appropriations (p. 89) January 17, 1957. 

Fact No. 4. Both Maryland Senators oppose it. 

Senator John Marshall Butler (Republican of Maryland) (reference No. 1, 
p. 206). Senator J. Glenn Beall (Republican of Maryland) stated “for years, 
ever since it was first proposed that an airport be built at Burke, Va. I have been 
citing various statistics to show that such a plan would be inadvisable” (refer- 
ence No. 1, p. 2). Also expressed opposition to Burke site to Senate Appropria- 
tions Committee on July 16, 1956 (hearings on H. R. 12350, 84th Coneg., 2d sess., 
pp. 158-160). 

Fact No. 5. Congressmen from Maryland oppose it. 

Congressman James P. S. Devereux (Republican, Maryland) (reference <, 
p. 524). 

Congressman Edward A. Garmatz (Democrat, Maryland) (reference 2, p. 524). 

Congressman George H. Fallon (Democrat, Maryland) (reference 2, p. 524). 

Congressman Richard E. Lankford (Democrat, Maryland) (Senate Appropria- 
tions Committee hearings on H. R. 12350, 84th Cong., 2d sess., pp. 206-207). 

Fact No. 6. Senators from other states oppose it. 





See references Nos. 1—2 on p. 693. 
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Senator Leverett Saltonstall (Republican, Massachusetts) (reference 2, p. 524). 

Senator Dennis Chavez (Democrat, New Mexico) (reference 2, p. 524). 

Senator Carl T. Curtis (Republican, Nebraska) on House floor, March 12, 
1952 (reference 2, p. 524). 

Fact No. 7. Congressmen from other States oppose it. 

Congressman H. Carl Andersen (Republican, Minnesota) on House floor 
(Congressional Record, March 12, 1952) (reference 2, p. 524). 

Congressman H. R. Cross (Republican, Iowa) on House floor (Congressional 
Record, March 12, 1952) (reference 2, p. 524). 

Congressman W. R. Poage (Democrat, Texas) on House floor (Congressional 
Record, March 12, 1952) (reference 2, p. 524). 

Congressman John J. Flynt, Jr. (Democrat, Georgia) who made speech on 
floor of House against the Burke project on July 12, 1956 (Congressional Ree- 
ord, pp. 11361-11363). 

Fact No. 8. House of Representatives itself, which on March 12, 1952, voted 
128 to 41, better than 3 to 1, to eliminate the Burke Airport appropriations re- 
quested by CAA. 

Fact No. 9. The Senate of the United States, which on July 25, 1956, defeated 
by a vote of 56 to 32 an amendment by Senator Monroney (Democrat, Okla- 
homa) to appropriate $12.7 million to continve with the construction of the 
supplemental airport at Burke, Va. (Congressional Record, July 25, 1956, pp. 
13266-13289). 

Fact No. 10. Board of supervisors of county in which Burke is located. Fair- 
fax Board of Supervisors did not approve Burke site for airport prior to site 
selection per testimony of H. H. Howell, Director of Washington Airport proj- 
ect, CAA on March 26, 1952 (hearings, Senate Appropriations Committee, on 
third supplemental appropriations bill, 1952, p. 201). 

Subsequent to site selection the Fairfax County Board of Supervisors voted 
opposition to the construction of an airport at Burke, Va., on the following dates: 


June 15, 1951 December 1, 1954 
January 16, 1952 July 27, 1955 
March 4, 1953 June 20, 1956 


On July 16, 1956, Joseph H. Freehill, recently elected chairman of the Fairfax 
County Board of Supervisors, testified as to the board’s opposition to the Burke 
project (hearings, Senate Appropriations Committee, 84th Cong., 2d sess., on 
H. R. 12350, pp. 184-193). 

On January 18, 1957, Joseph H. Freehill, member of Fairfax County Board 
of Supervisors and previous board chairman, testified before Holland Special 
Appropriations Subcommittee as to the board’s continued opposition to the pro- 
posed Burke Airport (reference No. 1, p. 2138). 

Fact No. 11. Fairfax County Planning Commission on February 4, 1952, 
unanimously adopted a resolution as being “unaiterably opposed * * * to said 
airport in Fairfax County, Va.” (hearings, Senate Committee on Appropria- 
tions, 82d sess., on H. R. 6947, p. 245). 

Fact No. 12. Fairfax County School Board on January 17, 1952, passed resolu- 
tion opposing Burke Aiport project (hearings, Senate Appropriations Commit- 
tee, 82d Cong., 2d sess., on H. R. 6947, p. 2438). 

On January 18, 1957, Hillis Lory, chairman of the Fairfax County School 
Board, reiterated the board's opposition to the Burke Airport project hefore 
the Holland Special Senate Appropriations Subcommittee (S5th Cong., Ist sess., 
p. 225). 

Fact No. 13. The town council of the town of Fairfax which adopted a 
resolution opposing the Burke Airport project on April 18, 1957. (See minutes 
of meeting. ) 

Fact No. 14: Burke Airport Relocation Committee, whose chairman, Harold K. 
Howe, or other committee members, testified in opposition to proposed Burke 
Airport on— 

July 19, 1951: Legislative Advisory Council Subcommittee. 

February 21, 1952: House Subcommittee on Appropriations third supple- 
mental appropriations bill 1952, 2d session, 82d Congress (p. 95). 

March 26, 1952: Senate Appropriations Committee on H. R. 6947 (p. 235). 

March 13, 1953: House Subcommittee on Appropriations, Department of 
Commerce appropriations for 1954, 83d Congress, Ist session (p. 523). 

July 7, 1953: House subcommittee of Interstate and Foreign Commerce 
Committee on H. R. 5473, 2d session, 83d Congress (p. 10). 


See references Nos. 1—2 on p. 693. 
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July 21, 1955: Senate Subcommittee on Interstate and Foreign Commerce, 
84th Congress, Ist session (p. 117). 

January 18, 1957: Holland special subcommittee of Senate Appropriations 
Committee, 85th Congress, Ist session (pp. 238 and 275). 

This committee was the original committee appointed by a mass meeting of 
Citizens of Fairfax County at a meeting in the Burke Volunteer Fire Department 
on June 13, 1951. 

Fact No. 15: Homeowners opposed to a jet airport in Fairfax County, Va., 
whose chairman, Ernest W. Reisner, testified in opposition to the proposed Burke 
Airport on July 16, 1956, before Senate Appropriations Committee (hearings in 
H. R. 12350, 84th Cong., 2d sess., pp. 175-184), also on January 18, 1957, Holland 
Special Senate Appropriatfons Subcommittee on Additional Airport Facilities for 
Washington Area, 85th Congress, Ist session (p. 195). This committee of more 
than 100 members was established in midsummer 1955 by a group of Fairfax 
County citizens meeting in the Fairfax County courthouse. This committee has 
provided speakers at all types of county citizens group meetings and secured over 
3,000 signatures of Fairfax County residents of voting age on a petition opposing 
the construction of an airport at Burke, Va., or anywhere else in Fairfax 
County. 

Fact No. 16: The following 12 Fairfax County citizens organizations (refer- 
ence No. 1, p. 225): Springfield Civie Association, Sigmona Park Civic Associa- 
tion, Country Club Hills Civie Association, Ox Road Civic Association, Burke 
Community Civic Association, Lee Forest Civie Association, Chestnut Hill Civic 
Association, Franconia Civie Association, Southeast Fairfax Civie Association, 
Columbia Pines Civic Association, Fairfax County Citizens Committee for the 
Master Plan. Also the Federation of Fairfax Citizens Associations (hearings 
Senate Appropriations Committee, 82d Cong., 2d sess. on H. R. 6947, pp. 243-244). 


What has been the Hisenhower administration’s position on the proposed Burke 
supplemental airport project? 


Fact No. 17: The Hisenhower administration took office in January of 1953 
after the regular departmental appropriation requests for fiscal 1954 had been 
submitted to Congress by the Truman administration. On March 17, 1953, Sec- 
retary of Commerce Weeks testified before the House Appropriations Subcom- 
mittee that he had deleted from the original 1954 budget the item of $1,660,000 
for the additional Washington airport (reference 2, pp. 1-3). 

For fiscal years 1955 and 1956 no regular or supplemental appropriations were 
requested by the Eisenhower administration for the Burke airport project. 

For fiscal 1957 no regular appropriation was requested. However, following 
the report of the Monroney Aviation Subcommittee of the Senate Interstate and 
Foreign Commerce Committee on July 29, 1955, that the Secretary of Commerce 
proceed to carry out the congressional directives of Public Law 762 of the 81st 
Congress, the Commerce Department recommended its first choice as joint 
use of Andrews Air Force Base and the Burke site as its second choice. The 
Monroney subcommittee after limited hearings on February 21, 1956, stated in a 
report dated May 25, 1956, that they “believe that a location in the Burke vicinity 
is the answer to the problem.” Ten committee members signed the report, two 
of whom expressed disagreement with parts of it. Five committee members 
did not sign the report and expressed divergent views (S. Rept. No. 2016, 84th 
Cong., 2d sess., pp. 2-4). Pursuant to Senate Report 2016 the Department of 
Commerce requested the Senate Appropriations Committee on July 9, 1956 
(S. Doe. 138), to authorize appropriations to proceed with the construction of 
the Burke airport. After due consideration the Senate Appropriations Com- 
mittee recommended “no appropriation for this item at this time.” 

For fiscal 1958 no regular departmental appropriations have been requested 
for this project. Thus it is evident that the Eisenhower administration has 
been more than reluctant to continue the Burke airport project. 

On July 7, 1953, Acting Secretary of Commerce notified the House Interstate 
and Foreign Commerce Committee, 88d Congress, Ist session, hearings on H. R. 
5473 (pp. 1-2) that an agreement had been reached in principle for the joint 
civil-military use of Andrews Field as a substitute for the development of the 
Burke site. 

In December 1953, the United States Government requested of the court that 
it be permitted to abandon its condemnation proceeding for the Burke airport 


and January 13, 1954, the court entered an order to accomplish the Government's 
request. 


See references Nos. 1—2 on p. 693. 











690 


On March 16, 1955, the White House made public the report of the Presidential 
Advisory Committee To Consider an Additional Washington Airport (hearings 
House Appropriations Subcommittee on supplemental appropriations bill 1956, 
84th Cong., 1st sess., pp. 849-850) which established the administration’s policy 
in general as follows: 

1. Take a number of immediate steps to relieve congestion at Washington 
National ; 

2. Use Friendship Airport as a supplementary facility for some time; 

3. If the residents of the area find for their maximum convenience a separate 
new airport is desirable, the Federal Government will participate in the develop- 
ment and partial financing of such an airport. The balance of the cost should 
be financed in the same manner as all other civilian airports in the continental 
United States; i. e., by the affected communities and the air transport industry. 

On page 871 of the same hearings the CAA fully endorsed the findings of the 
President’s Advisory Committee. In December 1955 the Commerce Department 
made a report to the effect that “geographically, the airport now existing at 
Andrews Air Force Base is considered to be the most desirable site for a second 
commercial airport to serve the Nation’s Capital” (Senate Appropriations Com- 
mittee hearings on H. R. 12350, 84th Cong., 2d sess., p. 187). 


What would an airport at Burke cost? 

Fact No. 18. Public Law 762 of the 81st Congress of September 7, 1950, author- 
ized the eonstruction of a supplemental commercial airport in or in the vicinity 
of the District of Columbia and authorized for the land acquisition and construc- 
tion $14 million. CAA’s Preliminary Report of the Site Selection for the 
Washington Supplemental Airport, dated May 9, 1951, and addendum dated June 
13, 1951, estimated the cost to be $37,721,921. On January 30, 1957, CAA Admin- 
istrator Pyle advised the Holland special subcommittee (reference 1, p. 321) 
that the “current estimate of cost of developing the proposed Burke Airport” 
would be $48,772,132. 

Fact No. 19. But this estimate does not inclhude hangars. Back in 1950 on 
July 7, D. W. Rentzel, Administrator of CAA, testified that the cost of hangars 
would run $8 million to $10 million (House Interstate and Foreign Commerce 
Subeommittee hearings on H. R. 7241, Sist Cong., 2d sess., p. 141). The Chicago 
Daily News of April 24, 1957, quoting Publie Works Commissioner George Demant 
stated that at Chicago’s new O'Hare Field 8 or 9 hangars to handle jet transports 
would cost $30 million. 


So we have a total estimated cost of at least___.________________. _._ $78, 772, 182 
Nore: The Chicago Daily News article of Apr. 24, 1957, stated that 

the city of Chicago had already spent on O’Hare__________ ee 
Sener Seen CE 0 nn ee en ity conareasmcheneee: 15, 000, 000 
And would issue additional revenue bonds in the amount of________ 80, 000, 000 
Total cost of O’Hare’s 4,900-acre airport___...........-__________-_ 117, 000, 000 


Fact No. 20. This does not include the cost of easements or land acquisition 
in the approach zones outside the site proper now estimated to cover some 1,950 
additional acres (reference No. 1, pp. 20 and 42). 

Fact No. 21. Nore: CAA’s latest estimate includes only $2,132,050 for the 
access road while as early as March of 1952 the Virginia Department of Highways 
had estimated the cost of such access road at $3 million to $4 million (Senate 
Appropriation Committee hearings on H. R. 6947, p. 207, 82d Cong., 2d sess.). 


What are the probable future uses of National and the proposed supplemental 
airport at Burke? 

Fact. No. 22. On March 9, 1953, Mr. F. B. Lee, Deputy Administrator of CAA, 
testified: “We do expect that Washingtion National will be used to the limit of 
its capacity for a long time to come. Its location is such that it is a very 
valuable transportation facility for the Washington metropolitan area, and we 
would expect that the new airport would take the overflow for many years to 
come so that a major facility such as New York International would not have 
to be built” (reference 2, p. 181). 

On January 16, 1957, before the Holland Special Senate Appropriations Sub- 
committee CAA Administrator James T. Pyle agreed that “the major purpose 
now in mind is that CAA be served by the construction, of a second airport 
serving the Washington area to handle the long-range jet commercial traffic” 
(reference 1, p. 60). 


See references Nos. 1—2 on p. 693. 
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What about existing facilities—Andrews or Friendship? 


Fact No. 23. Adequacy of Andrews Field: Mr. D. W. Rentzel, Administrator 
of CAA, testified on July 7, 1950, before the House Interstate and Foreign Com- 
merce Subcommittee, 8ist Congress, 2d session (hearings on H. R. 7241 and 
S. 456, p. 141), and agreed that there was nothing about Andrews Field that would 
make it an inadvisable site for the second Washington National Airport. On 
July 7, 1953, Gen. Milton Arnold testified before the same subcommittee hearings 
on H. R. 5473, 83d Congress, 1st session (pp. 32, 33, and 36) that if joint use 
of Andrews could be worked out it would handle all Washington National 
overflow until 1965 and would virtually double Washington National’s capacity. 

Fact No. 24. On January 16, 1957, D. D. Thomas, Director of CAA Air Traffic 
Control, testified before the Holland Special Appropriations Subcommittee as 
follows: 

“Senator Porter. Is it not correct that the report and recommendations of the 
official agencies were to the effect that Andrews was the ideal spot for the location 
of the second airport to serve the District of Columbia? It was ever preferential 
to the Burke site. 

“Mr. Tuomas. Yes, sir, that was the recommendation.” 

Mr. Thomas further stated that from a strictly air-traffic-control view, “All 
operations at Andrews could be separated to the east side, operations using 
Washington National could be separated to the west side, and you could operate 
it independently with a fair amount of air space to establish maneuvering areas 
and holding paths” (reference 1, p. 26). 

Fact No. 25. Adequacy of Friendship: On January 16, 1957, CAA Administrator 
James T. Pyle testified before the Holland Special Appropriations Subcommittee: 
“We are in full accord that the use of Friendship should be made immedi- 
ately * * * Weshould use Friendship. It is a good facility” (reference 1, p. 12). 

Fact No. 26. On July 9, 1956, Secretary of Commerce Sinclair Weeks asked CAB 
to immediately designate Friendship as alternate to Washington National (Senate 
Appropriations Committee hearings on H. R. 12350, 84th Cong., 2d sess., pp. 
86-87, 135). 

Fact No. 27. On January 17, 1957, William Boucher III, executive director 
of Greater Baltimore Committee Inc., testified before the Special Holland 
Appropriations Subcommittee (reference 1, p. 174) “Friendship is an airport 
that is an ideal airport. The CAA has said officially that it is 1 of 6 airports 
in the United States that is immediately available without any additional 
expenditure of anybody’s funds to handle the jet transport that is contemplated 
to be in service in 1959. We do not have to extend runways or strengthen 
runways. We do not have to add gates or counters. It can take the jet air 
transport today and with expansion which has been provided for in zoning and 
in planning of the facilities, the parallel runways, Friendship Airport can triple 
its capacity with a modest expenditure of money.” 

Fact No. 28. The commercial airlines chief objection to the use of Friendship 
is that “selection of Friendship would not permit easy rapid surface transporta- 
tion to downtown Washington and between airports,” according to Stuart G. 
Tipton, president, Air Transport Association of America (reference No. 1, p. 
131 on January 17, 1957). 

President O. Roy Chalk of the District of Columbia Transit has indicated 
definite interest in providing high-speed transportation to Friendship Inter- 
national airport (reference No. 1, pp. 205 and 327-331). 

According to the Washington Post and Times Herald, May 1, 1957, heli- 
copter service between Washington and Friendship will be started very soon, 
stated J. C. Weadock, vice president of the Chesapeake & Potomac Airways. 
Is the Burke site a good airport site? 

Fact No. 29. In the CAA Preliminary Report on Site Selection Washington 
National Airport, dated May 9, 1951, with addendum dated June 13, 1951, the 
project director stated: “Traffic capacity would be reduced unless conflict with 
Dahlgren and Quantico danger areas could be eliminated. * * * Back course 
approaches (from the north) would be restricted due to inability to accomnio- 
date dual primary stacks” (p. A-4). Again on page 34 of the same report the 
project director had some grave doubts covering the Burke site when he said 
“if satisfactory traffic patterns can be developed on the basis of a 13-mile sepa- 
ration from Washington National Airport.” 

Fact No. 80. CAA Technical Development Report No. 187 states “The pro- 
posed Washington supplemental airport site at Burke, Va., presents several 


See references Nos. 1-2 on p. 693. 
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diverse problems. The most formidable restriction to efficient traffic flow is the 
Quantico danger area which is located 11 miles southwest of the Burke site 
* * * The Dahlgreen danger area * * * complicates the arrival routes to 
the three major airports in the terminal area. The proximity of the Burke site 
to Washington National Airport will tend to restrict the flow of traffic into 
latter field” (reference 1, p. 205). 

Fact No. 31. Congressman Joel T. Broyhill testified on January 17, 1957, 
before Holland Special Senate Appropriations Subcommittee that “the ground, 
the land, the terrain around the Burke site is not suitable for the construction 
of an airport. * * * It would cost millions of dollars to reshape and rebuild 
the terrain in order to make it suitable for an airport” (reference 1, p. 91). 

Fact No. 32. Elvin F. Henry, Soil Scientist from the Virginia Agricultural Ex- 
periment Station, Fairfax County, Va., in discussing soil conditions at the Burke 
sites testified ‘That area is underlain by a soft micaceous rock material, crumbly 
and soft. Highway engineers have told me, and my own experience will verify 
it, that this material is unstable as a road base or as a subgrade material or as 
fill material” (reference 1, pp. 283-285). Mr. Henry agreed to. Senator 
Holland’s summation of his testimony as follows: “either that building with 
those same soils would be very difficult and possibly almost surely unstable, 
or that if their removal was contemplated, to get down to heavier footing 
underneath it would be very expensive” (reference 1, p. 285). 


How would construction of Burke Airport affect Fairfax County? 


Fact No. 33. The Virginia Legislative Advisory Council on October 4, 1957, to 
the Governor and General Assembly of Virginia after holding hearings on July 
19, 1951, reported “the impact on Fairfax County will be serious, involving loss 
of considerable tax revenue.” 

Fact No. 34. The Fairfax County Board of Supervisors’ resolution of Janu- 
ary 16, 1952, stated “the establishment, maintenance, and operation of such an 
airport in Fairfax County, Va., would be extremely detrimental to the general 
welfare, health, and safety of the residents of said county and * * * would be 
practically ruinous to the future development of the entire county as a resi- 
dential area * * *” (hearings, Senate Appropriations Committee on H. R. 6947, 
82d Cong., 2d sess., p. 241). 

Fact No. 35. The Planning Commission of Fairfax County, Va., resolution of 
June 18, 1951, stated “the location anywhere in the county of an airport such 
as is proopsed will depreciate potential development in the vicinity of any site 
selected” (Senate Appropirations Committee hearings on H. R. 6947, 82d Cong., 
2d sess., p. 243). 

Fact No. 36. Congressman Joe T. Broyhill (Republican, 10th District, Virginia) 
testified on January 17, 1957, before the Holland Special Appropriations Sub- 
committee “I do sincerely feel that the construction of another airport at Burke, 
Va., would not be in the best interest of the people of northern Virginia” (ref- 
erence 1, p. 91). 

Fact No. 37. The Federal Housing Administration in its Analysis of Resi- 
dential Properties Near Airports, says: “In general, airports exert an adverse 
influence on surrounding residential values’; and further states, “From a 
Harvard city planning study which surveyed some 85 airports in the United 
States it was found that land values around airports generally decreased” 
(reference 1, p. 250). 

The Federal Housing Administration Director for the District of Columbia 
stated in a letter of September 13, 1956, to the Honorable Paul E. Brown, 16th 
judicial circuit court judge of Virginia in discussing proposed residential de- 
velopment of land in the vicinity of the Burke Airport, Fairfax County, Va., 
that “FHA would consider applications for mortgage insurance on an individual 
basis. Fundamentally we intend to discourage residential development of such 
land to the point of witholding FHA approval.” 

Fact No. 38. The American Society of Planning Officials: Planning Advisory 
Service Information Report No. 164 of July 1954 (p. 16, 17, and 23) in dis- 
cussing jet airports states: ‘Noise and hazard factors will be of such proportions 
as to blight whole square miles of land that under other circumstances might 
have been devoted to airport-linked uses of land and suburban residential de- 
velopments,” and further states, “the conclusion is inescapable that there will 
be around these airports an area of land that will be too noisy for sleeping, 
too noisy for conversation, too noisy for work in non-sound-proofed buildings, 
and too noisy for some kinds of out-of-doors work.” 





See references Nos. 1—2 on p. 693. 
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Fact No. 39. Mr. Channing C. Beeth of the International Society of Resi- 
dential Appraisers stated in the Society’s Review of July 1956: “We are to a 
great extent in a sellers’ market which probably does not reflect airport prox- 
imity as a depreciating feature.” Another member of the society, Mr. Herman 
O. Walther, states in the same issue: “An appraiser would not advocate build- 
ing homes so close to airports as the effect of nuisances cannot be gaged in 
a brisk market” (reference 1, p. 203). 

Fact No. 40. Both FHA and VA announced that they would no longer ap- 
prove home construction within a 20,000-foot radius of the base—that’s 3.7 
miles. 

(Note.—This is the Miramar Navy Base at San Diego, Calif.) (reference 1. 
p. 200). 

Fact No. 41. The following land would be removed from the county tax 
rolls: 

Acres 
meres: in Ghd S1té HMeell. 257i. 0 Ste at Seu wire tee ee ease 4, 200 
Acres in the access road right-of-way- 


Total 


In addition, the Government would acquire by title or easements another 
1,950 acres (reference 1, pp. 41 and 42). 

The following lund would be severely depreciated: 5,500 acres in the fan- 
shaped approach and takeoff areas to be zoned against dense development ac- 
cording to the Doolittle Commission Report. 

If the FHA Miramar decision should prevail at Burke, the area affected 
would be 78.5 square miles or 50,240 acres, including the airport site itself. 
How would CAA’s proposed airport affect Fairfax County schools? 

Fact No. 42. There are 20 Fairfax County public schools with 9,459 school 
children and 2 parochial schools within a 5-mile radius of the proposed air- 
port at Burke, Va. (reference 1, pp. 219-220). 

Nore.—-No documentation is made on the controversial question of revenue 
or tax benefits to the county as such questions are dependent on future de- 
velopments which cannot be predetermined at this time. However, advocates 
of the airport as a source of revenue to the county have yet to convince the 
county officials that the hoped for benefits would ever, if realized, make up 
for the extra costs and losses to the county from the establishment of such 
an airport. 

Pau. C. KINCHELOR, 
Chairman, Northern Virginia Committee Opposcd to a Supplemental 
Airport at Burke, Va. 

P. S.: On Monday, June 9, 1957, the Fairfax County Planning Commission, 
after further study of the CAA’s proposed supplemental airport at Burke, Va., 
reaffirmed its opposition. 

Reference No. 1. Additional airport facilities for Washington area, hearings before a 
—— subcommittee of the Committee on Appropriations, U. S. Senate, 85th Cong., 

ST SASS. 

Reference No. 2. Departments of State, Justice, and Commerce appropriations for 1954, 


hearings before the subcommittee of the Committee on Appropriations, House of Repre- 
sentatives, 83d Cong., Ist sess. 


STATEMENT OF JOSEPH H. FREEHILL 


Mr. Broynity. Mr. Freehill is here, and I would now like to pre- 
sent him to the committee. 

Mr. Freenitt. My name is Joseph H. Freehill, member of the 
Board of the County Supervisors of Fairfax County. I represent 
more than 35,000 people living in the Falls Church magisterial dis- 
trict, the district in which the } proposed Burke site is lo cated. 

As chairman of the board in 1956, I was instructed to appear before 
the Senate Appropriations Committee on July 16 to testify in op- 
position to the then proposed appropriation for an airport at the 
Burke site. On January 18 of this year I was again asked to repre- 
sent the board and I appeared on behalf of the board before the 
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special subcommittee studying airport facilities in the greater Wash- 
ington area known as the Holland committee, and again testified in 
opposition to the proposed airport. 

ince this airport subject arose back in 1951 there have been 14 
members on our county board of supervisors and of the 14 members 
only 1 took a position contrary to the board’s continuous opposition 
in 6 different resolutions. 

For the completeness of the record, I would like to introduce the 
resolution of the County Board of Supervisors of Fairfax. One was 

assed on June 15, 1951; the second, on January 16, 1952; the third, 
March 4, 1953; the fourth, December 1, 1954; the fifth, July 27, 
1955, and the sixth on June 20, 1956. 

Mr. Rooney. Would we not be able to save the taxpayers a little 
money on the printing bill if we just inserted the last one? Do you 
submit these for the record or for the committee members to read? 

Mr. Freenity. For the committee, or anything the chairman de- 
sires to do with them. 

I would like to add to that, Mr. Chairman, that when this matter 
first arose the planning commission of our county studied the matter, 
and on June 18, 1951, took action and for the committee’s benefit 
here is a certified copy of that action in opposition to the airport. 

On January 17, 1952, the School Board of Fairfax County took 
action, and for the benefit of the committee, I hand you a certified 
copy of that action. 

Mr. Chairman, the reason I have outlined in such detail the action 
that has consistently been taken by our county board is that with 
respect to this particular project it has peculiar significance. Often- 
times governing bodies are asked to consider matters and to pass 
resolutions, but in this matter the reaction of the board goes to the 
very heart of this airport matter. 

In 1950, when the Congress saw fit to give the Secretary of Com- 
merce the mandate to determine upon a site and to build a supple- 
mental airport in Washington, D. C., or in the vicinity of Washington, 
they included in that resolution—and I ask that you give the provision 
in that authorizing legislation consideration—a provision that a site 
shall be selected only after consultation with the governing body as to 
the impact upon the community and as to the suitability of the pro- 
posed site. 

This was a mandate of the Congress given to the Secretary and his 
delegate, the Civil Aeronautics Administrator, after the Administra- 
tor urged Congress during the course of the hearings not to be given 
that kind of a limitation. He said that provision should be made 
on the question of safety and convenience and he ought not to be 
hindered by any other considerations, and yet Congress, when it 
finally took action, added a third factor, because it sensed anew that 
a commercial airport would be an impact upon a community and that 
the governing body in the particular locality selected ought to be 
consulted. 

Mr. Chairman, I have charged before the Senate committee on two 
occasions, and I reiterate here, in my humble judgment there has never 
been consultation by the Federal Government authorities with the 
local body on this matter about which the local body could make a 
contribution. 
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They had information meetings in 1951, but my interpretation of 
consultation is that it means more e than j ust informing. 

This is all that happened in 1951. They had the site selected before 
they spoke to our local board. But even if I were wrong with respect 
to that, two things have happened since 1951 which made it incumbent 
upon the Administrator to consult with the local board. 

One is that the character of the use of the proposed airport has 
changed. At that time it was to be a propellor field on a much smaller 
scale than now conceived. I am sure you heard testimony from ex- 
perts today which leaves no doubt that this airfield would be used 
for jet- propelled aircraft. And while I am sure you received testi- 
mony, as did the Senate committee— and I followed that testimony 
very carefully—you have received no information that would show 
that in actual practice today jet propulsion is no more of an impact 
on a community than propeller- type planes. The most that testi- 
mony before the Senate committee was able to come forth with was 
that they had reduced from 118 to 100 decibels with 87 the tolerance of 
human beings. They did testify they were going to do better to 
reduce that. I submit, Mr. Chairman, that this means that if this 
airport is selected at this site Fairfax County would be the guinea pig 
to determine whether or not science could overcome all of the obstacles 
that nature puts in its way to make this feasible. I am sure you re- 
ceived testimony today that indicated there is a point at which it 
becomes uneconomical. 

The second factor which is of great concern to the county board in 
discharging its responsibilities for planning and the development of 
the community is that the nature of our county has completely 
changed since 1951. 

In 1951 we had a population in Fairfax County of 87,000 plus. I 
think to be exact 87,595 was the count. As I said here today, we have 
a population in Fairfax County in that short space of less than 6 years 

better than 200,000 people. We are said to be one of the fastest 
growing communities in America, if not the fastest growing com- 
munity. 

We have on record subdivision plats that bring the development 
since 1951 to date up to the east of the proposed airport to within a 
mile and subdivision plats are on file from the north down into the 
approach zones, an if I could just take-asecond-of your time I would 
like to give you a pictorial view of what I am talking about. 

Here [indie ating} is a mé - of Fairfax County. This [indicating], 
and I am pointing to the yellow in the center, is the proposed airport 
at Burke. These colored portions, as the legend shows, are the sub- 
divisions on record. They have moved up to : this proximity [ indicat- 
ing] as you can see, In the approach zones. In the north here is this 
situation: The town of Fairfax is less than 3 miles north of the 
runway and the town of Fairfax is the county seat from which the 
county government operates. 

Mr. Froop. The witness was prepared to show us certain figures 
from a chart. 

Mr. Frrenity. Do you wish me to continue with the map? 


Mr. Rooney. I would like to learn the point you were making with 
your map. 
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Mr. Freenity. We stopped shortly after you went out, Mr. Chair- 
man. I was showing on this map, Mr. Chairman, the change i i the 
residential character of our county, since the original site was selected 
in 1951. 

I do this to point up the fact that, not only has the air business 
changed, but the character of our county changed, and it was in- 
cumbent, in our opinion, upon the Administrator, to consult with us 
before making a final determination when this thing was reopened 
in 1955, and just very quickly, to give vou a quick picture of the 
problems that a governing body has in a county that has grown from 
87,000 to 200,000 in the short period of 6 years, I have divided here 
these Roman numerals, showing 4 different areas. This is what we 
call our stream and pollution map. 

All of the building that I have been talking about is in this white 
color in No. IV. In the middle here of the green is the proposed 
Burke Airport. The residential growth of the county, and it is pre- 
dicted we will be half a million by | 2000, is going west. 

We are up to within a mile or mile and a half of that airport 
site. 

This is the best area for residential development. One very im- 
portant factor that we must watch, as planners for the future of 
Fairfax County, is to take care of the water supply for the metro- 
politan area of Washington. The Potomac River runs along the 
eastern border, and Occoquan Creek runs up from the south. Occo- 
quan Creek is the water supply for the city of Alexandria and the 
southern part of Fairfax County. The Potomac River is the water 
supply for Arlington, Fairfax, the little city of Falls Church, and, 
of course, the District of Columbia and Maryland. 

The part in yellow, all of the streams flow into the Potomac above 
the intake of the water supply. That is No. I. In No. IT area all 
of the streams run into the Occoquan above the intake of the water 
supply. so it limits us to Roman IV and ITI, in the future develop- 
ment of this county. 

This is an important factor, so far as we are concerned in the county, 
in terms of preparing for the growth of the county. 

I would like, before I finish, just to show you one more map that 
we think is rather significant, Mr. Chairman. 

In 1951 we had in the county some 16,000 school children. They 
were in this general area, 3,000. In 1957 you have nearly 10,000 school 
children going to school within a radius of 5 miles of this airport. 
We have 44,000 children in the county. It is predicated by 1965 that 
we are going to have 84,000 children, or thereabouts, to educate. 

This is a factor that concerns us very much. It concerns our 
school board in terms of the fact that there are 20 schools within a 

radius of 5 miles of this airport, and there are 7 churches in this area. 
As I mentioned before, the county seat is right north of this airport. 
We have 600 employees, and with respect to the stress and strain of 
the impact of this airport it will be great. 

Mr. Chairman, I am sure that if you have not had, you will have, 
testimony before you which will indicate that with all of the stuff 
that has been in the papers, that the people are getting used to this 
idea and there is no longer any opposition. 

I would like to leave with you an editorial in the local paper which 
shows that the people are really beginning to move in terms of opposi- 
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tion again. These people have had to get up and fight this so often 
there is not much energy left in their being. There is also a lot of 
propaganda in terms of how business establishments feel about this, 
and a lot of chambers of commerce have passed a lot of resolutions to 
the point it is almost impossible to get an excuse to pass another 
resolution. 

This is the largest business concern in Fairfax County, Melpar, and 
this is what their executive vice president, who runs the shop, has to 
say, leading a committee against the airport. 

I want to say with respect to the first map I showed you, showing 
you all the subdivisions that have been let, I think it is impressive to 
say that the colors that I showed you coming so close to the airport 
account for 8,418 lots. 

Mr. Chairman, I am sorry to have taken so very much of your 
time. I would be happy to answer any questions any members of 
the committee might have. We do feel that the CAA should have 
consulted with the county; that they have violated the mandate of 
Congress; and that, in view of the facts that I have outlined from 
our point of view, this is not the location that will be in the best in- 
terest of our county, and that was one of the interests that Congress 
intended to protect when it passed the authorizing legislation in 1950. 

Mr. Rooney. Thank you very much, Mr. Freehill. Thank you, 
gentlemen. 


Wepnespay, JuLy 31, 1957. 
Burke Arrport 
WITNESS 


HON. LEON H. GAVIN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF PENNSYLVANIA 


Mr. Rooney. The next witness in regard to this matter is our genial 
and erudite friend, the distinguished gentleman from Pennsylvania, 
Mr. Gavin, who I understand wishes to oppose this very controversial 
matter of location of an additional Washington airport at Burke, 
Va. 

Mr. Gavin. I want to thank my very distinguished and able friend 
from New York for giving me this opportunity to appear before 
this committee to present my views on the need for an airport, an 
additional airport, for Washington. 

Mr. Roonry. You mean we may find ourselves in agreement ? 

Mr. Gavin. That is correct; and I am pleased to find the gentle- 
man in agreement with me. 

I want to call to the attention of the committee that I noted recent 
newspaper releases where the President has recommended the Burke 
site for the proposed airport for Washington; also, that it has been 
referred to as “the boondoggling project.” Now, the word “boon- 
doggling” is a tricky word and “certainly it does not apply in this 
instance to the proposed Burke Airport. 

Anyone with commonsense would know otherwise. 
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Mr. Fioop. May | interrupt? I think the President is following 
the sound judgment of my friend from Pennsylvania, who has made 
his position clear on this some time ago. 

Mr. Gavin. I want to thank the gentleman for that contribution. 

The need for a new airport for Washington, the metropolitan 
center of the world, has been evidenced for the past several years. The 
need is very great. It would take several vears to build it, and it is 
needed right now. The greatly increased traffic at the airport neces- 
sitates another airport for W ashington. 

The facilities at the present airport have outgrown the airport, 
and if it is boondoggling to provide the public with a new airport, then 
I am for boondoggling. If there has been any boondoggling. it has 
been on the part of certain people in Washington who have objected 
to the airport for the past several years. 

Let me say right now that this airport project is not a local prob- 
lem to be haggled over by local politicians, but it is a project to meet 
the demands and needs of the air-traveling public. 

I wonder if those who are objecting have ever been up in the air dur- 
ing foul weather for an hour or so,waiting to come in, and are unable 
to land. They would think twice about what kind of a project it is. 
It is mighty hazardous flying with the traffic over the present airport. 

The question is, who is to be satisfied in this matter—several local 
people, or the millions of people from all parts of the world who come 
to Washington? This project has been kicked around long enough. 
It is time for action. Traffic has increased at a terrific rate, and the 
air-traveling public are entitled to be considered, as well as the local 
interests. 

Certainly it is a reflection on us not to have adequate airport facili- 
ties in so great a world center as Washington. Near misses are com- 
mon occurrences, and why continue to jeopardize the lives of people 
beeause of local political bickering? This is a very serious matter, 
and it should not be held up any further. 

The President is right, and I am glad that he has definitely recom- 
mended that the Burke site be determined upon. The Congress 
should take immediate action to £t this project underway. Itis long 
overdue, and the safety of the fh ying public is dependent upon it. 

Now, I want to call to the attention of the committee a newspaper 
report here under date of June 9 in the Star. It is titled, “33 Near 
Misses in Air Reported.” It goes on: 

The CAB has recorded 33 near collisions of aircraft within a 30-mile radius 


of the Washington National Airport between September of last year through 
March. 


I will not read all of the article, but it goes on: 


Washington contributed to the national total 33 in 6 months. It forms a pat 
tern. Ten of the thirty-three reported near misses were between 100 and 500 
feet, 6 were in clear weather, 8 were in a holding pattern— 


to which I previously referred— 


20 were in daylight hours, and 25 involved military aircraft. Airmen are quick 
to argue exactly what constitutes a near miss. You are flying along and a 
half a mile away you see another aircraft approaching on a collision course, so 
it is no near miss. You are flying along and you do not see it; that is a near 
miss. 
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I have been interested in this project for the past several years, and 
it seems that local interests are unable to make up their minds as to 
location and as one who is interested in the flying public and in- 
terested in the great city of Washington, this metropolitan area, I 
feel that the time has come when the Congress should take some 
action to see that this airport appropriation has been established so 
that the work for this project can get underway. 

The facilities out at the airport. now are cramped to the nth degree 
everywhere, all the facilities, on the ground and in the air. I do not 
think that this matter should be delayed any further. I trust that the 
committee will take favorable action and recommend and report 
favorably that this appropriation be made so that Congress will be 
given an opportunity to take action on it. 

I would like an opportunity to revise and extend my remarks. 

Mr. Rooney. Very well; you may do so. 


Wepnespay, Jury 31, 1957. 
Burke Arrport 


WITNESS 


MRS. ANNE WILKINS, MEMBER, FAIRFAX BOARD OF COUNTY 
SUPERVISORS 


Mr. Rooney. The next witness is Mrs. Anne Wilkins, member, Fair- 
fax Planning Commission. 

Mrs. Wilkins, we are indeed sorry we were not ready for you at 3: 30, 
the scheduled time, but we have had two rollcall votes on the floor of 
the House which threw our schedule out of kilter. We shall be glad 
to hear now from you. 

Mrs. Witkins. That is all right, Mr. Chairman. I can weil under- 
stand that and, due to the lateness of the hour, I will be as brief as 
possible. 

T am Anne Wilkins, a member of the Fairfax Board of Supervisors, 
and also of the Fairfax County Planning Commission. I have served 
on both of those bodies for 514 years. 

[ am not here to oppose a second Washington airport. Quite the 
contrary, I feel that a second airport is desperately ne eded, and the 
sooner one is begun the better. 

I feel, also, that the new airport must lie in Virginia, in order to be 

easily accessible to downtown Washington and to ‘the C apitol, and in 
order to provide convenient interchange of passengers between the 
two airports. 

Naturally air transport people and those charged with the respon- 
sibility of locating and constructing an air port—those interested only 
in the airport pha: ise of metropolitan area life, wish to locate the air. 
port as close as possible to downtown W: ashington and to National 
Airport. 

But, gentlemen, those of us who are responsible for the well-rounded 
development of the metropolitan area must consider aspects of the 
metropolitan community of the Nation’s Capital other than, and in 








700 


addition to, its transportation facilities. The absolutely closest lo- 
cation might not be, and I believe in this case is not, in the best interest 
of the metropolitan area 

All of us know that the increasing birthrate and the lure of metro- 
ere communities is causing rapid expansion of population in all 
of the Nation’s metropolitan areas. Washington, D. C., is no excep- 
tion. The population has increased by 500,000 since 1950. Fairfax 
County, the newest frontier of suburbia, has doubled in population 
since 1950. We must recognize the fact that this population trend 
will continue. Researchers have stated in recent reports that by the 
year 2000 the eastern seaboard will be a solid urban mass from New 
York to the southern tip of Fairfax County. The Washington Board 
of Trade estimates a metropolitan area population of 4 million by the 
year 2000. Gentlemen, it will be no easy task to house these people 
satisfactorily and to provide for them adequate public services, such as 
sewer and water. It will take all the know-how available to us to do 
so—most of all, it will take careful, long-range planning. Fairfax 
County alone has spent $50 million on schools and $20 million on 
sewers since 1950. It will take all the resources we can muster. 

Gentlemen, I say to you, this is more than a case of locating an air- 
port where it will be most convenient to the air traveler. This is a 
question of how to properly locate such a vital transportation facility 
in relation to other needed community facilities. 

The Fairfax County Planning Commission appointed a committee, 
of which I was chairman, to study this problem. The committee came 
- with these general conclusions, which I wish to pass along to you: 

The area of the proposed Burke Airport lends itself to intense 
ditichenmsinns into a residential area with an economically feasible sewer 
system to a disposal plant on the Potomac River, for the entire Pohick 
watershed. This is 1 of the 2 remaining large watersheds in Fairfax 
County where adequate facilities can be provided for esidentia! 
growth without interference with the Potomac water supply. This 
area should be reserved and planned for future residential develop- 
ment; 10,000 to 11,000 acres of it should not be taken out of use for the 
establishment of an airport if a reasonably good alternative is avail- 
able. 

2. We believe a good alternative is available in Fairfax County at 
Chantilly. 

(a) The Chantilly area does not lend itself to intense residential 
development. While a sewage disposal plant to handle airport fa- 
cilities could be installed, the area could not economically be served 
by trunk and collector sewer lines which would be necessary for resi- 
dential development. A part of the area drains into the Potomac 
River above the District of Columbia water supply, which must be 
protected from pollution, which is the inevitable result of intense resi- 
dential development. 

(6) The Chantilly area is excellently suited for airport use by rea- 
son of its topography and soil conditions. The land is flat and level, 
with hardly more than 30 feet difference in land elevation, except 
along its 3 smal] streams. The soil and parent materials are such 
that_a natural base for runways already exist. This is not true at 
Burke, where a large part of the area is underlain with a type of ma- 
terial which has a tendency to shift under moisture and pressure. 
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The CAA itself admitted in 1951 that construction at Chantilly 
would cost 23 percent less than at Burke, and that Chantilly and 
National would have no air-traffic overlap whereas Burke and Na- 
tional would. 

(c) Chantilly is not so distant from Washington as to be incon- 
venient for air travelers or airfreight. The difference in distance 
from 14th Street Bridge (or National Airport) between Chantilly 
and Burke is only 3 miles. The difference in driving time today is 
only 7 minutes. Chantilly will be even quicker to Washington than 
it is today upon the completion of an already planned part of the 
Federal Interstate Highway System. 

The widening and improvement to limited-access interstate 
standards of United States Route 50, which goes directly from Me- 
morial Bridge to Chantilly, is a part of the ‘first half of the inter- 
state highway program, according to the Virginia Department of 
Highways. This is scheduled before the end of the 5- to 7-year 
period. If there is any good reason for doing so, no doubt this project 
could be moved up on ‘the program. 

This new highway would cut the driving time from Chantilly by at 
least 5 minutes. 

Present and estimated driving time from Chantilly to all bridges 
is included in the planning commission committee report, which I 
will not discuss in detail but will file for the record. 

Also in the report is information on existing population within 
5 miles of the 2 sites. This indicates approximately 28,000 people 
now within 5 miles of Burke. and less than 7,000 people now 
within 5 miles of Chantilly. There is another high-density subdi- 
vision of approximately 12,000 persons ready to start, which will be 
within 4 miles of Burke. The county has before it today approval of 
sewer facilities for this project. 

The other part of the commission report which I think will be of 
special interest to this committee is the information obtained from the 
soil survey of Fairfax County. This information indicates that 
the saving in construction costs at Chantilly may be far more than 
the 23 percent estimated in 1951 by CAA. The soil survey of Fair- 
fax County, recently completed, was a joint effort of the United 
States Department of Agriculture and the county. Detailed analy- 
sis was made of the soils and parent material in all but the heavily 
urban section. Such projects generally are restricted to agricultural 
communities, but Fairfax has been used as an experiment to explore 
other possible uses of such a survey. We have found it extremely 
helpful in many wavs: among those are estimates of costs of founda- 
tions for construction of school and costs of highway construction. 

The report of Soil Scientist C. S. Coleman indicates that the entire 
area (Chantilly) is underlain by either Bull Run shale or Manassas 
sandstone of Triassic age. Apparently, at one time it was a vol- 
canic lake. 

The soil types that have the greatest acreage in the area are: Red- 
ington silt loam, Penn silt loam, and Calverton silt loam. Tests that 
have been run by the Bureau of Public Roads show that the under- 
lying parent material of these rate good for subgrade material for the 
heaviest type planes. This would - require the removal and replace- 
ment of only from 6 inches to 3 feet of soil for good runways in the 
Chantilly area. 
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At Burke, on the other hand, in addition to extensive grading re- 
quired by the hilly terrain, there will be difficulties encountered be- 
cause of the existence of granite in the south and west portions. The 
soil in the largest part of the Burke area is Glenelg silt loam, which has 
as its parent material a fine grain mica shist, which will not be a satis- 
factory. base for runways because of its tendency to shift. The cost of 
removing and replacing this material may run into millions of dollars. 
It appears that the CAA did not take these facts into consideration in 
comparing the costs at Burke and Chantilly. 

To summarize— 

1. The CAA indicates that Burke and National cannot be used at 
full capacity because of traffic overlap. Chantilly and National could; 

2. The Burke area should be reserved for future metropolitan area 
high density residential development because it can be sewered ; 

Construction at Burke would cost at least 23 percent more than 
at ¢ hantilly (perhaps even more) ; 

4. Chantilly is only 3 miles or 7 minutes farther than Burke under 
present conditions. Planned improvement to United States Route 50 
under the interstate highway program will cut that at least 5 minutes. 

Surely, gentlemen, air safety, planning coordination, and many 
million dollars of the taxpayers’ money should not be sacrificed for 2 
or 3 minutes’ driving time. 

Mrs. Wirxtns. Mr. Chairman, I have a map of the Chantilly area 
which shows the extent of the material that I mentioned that we 
would like to show the committee, if we have time. 

Mr. Rooney. Do you have it here? 

Mrs. Witkrns. Yes. 

Mr. Rooney. We should be glad to see it. 

Mrs. Wiiktns. This is the Chantilly area [indicating] and accord- 
ing to Mr. Coleman’s key here, all that is white is material that rates 
good for sub or waste material for runways. That in the round dots 

s fair and only the very small sections which you see limited pri- 
marily to the flood planes rate poorly. 

[ am sorry that the map of Burke was not completed but our soil 
scientists worked late last night to complete this one. 

[ would be glad to send that down for vour files. as soon as we com- 
plete it. 

Mr. Rooney. We thank you for your very interesting statement, 
Mrs. Wilkins. 

Mrs. Wir«rns. I have copies of the commission’s report for each 
committee member. 

Mr. Roonry. Will you please leave them with the committee. 





| 
| 
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WepNEsbAY, JuLy 31, 1957. 
Burke AIRportT 


WITNESSES 


HOWARD C. DRAKE, PRESIDENT, WASHINGTON BOARD OF TRADE 


T. MURRAY TOOMEY, CHAIRMAN, AVIATION COMMITTEE, WASH- 
INGTON BOARD OF TRADE 


Mr. Drake, you represent the Washington Board of Trade, do you 
not ¢ 

Mr. Drake. Yes, sir. 

Mr. Rooney. As president ? 

Mr. Drake. Yes. 

Mr. Rooney. Will you please proceed ? 

Mr. Drake, I happen to be in business in the city of Washington, 
and I live in Maryland. I am for Burke Airport, I will state “that 
to start with, as an Individual. 

Mr. Chairman, and gentlemen, I am Howard C. Drake, the president 
of the Washington Board of Trade, which is an organization composed 
of approximately 7,000 business, professional, and civic leaders of 
Washington. We have been in continuous operation since 1889, and 
since the early 1920’s have carefully followed Washington’s air-trans- 
port needs through a very active aviation committee. 

The board of trade recommended the construction of the Washington 
National Airport at Gravely Point in 1928. For the next 11 years 
until work was begun on it we were continuously engaged in seeking 
legislation and appropriations to make our present airport a reality 
and eliminate the dangerous overcrowded conditions which existed 
prior to its completion. © 

Soon after the end of World War II it became apparent that 
additional airport facilities would have to be provided for the Nation’s 
Capital. In 1949 we supported the request for an appropriation to 
enable the Civil Aeronautics Administration to study and deter- 
mine the best available sites for an additional airfield. On June 
50, 1951, the Board of Directors of the Washington Board of 
Trade voted to concur in the selection of the Burke site for Wash- 
ington’s second airport. On June 1, 1953, our Board of Directors 
agreed to support the administration’s decision to use a portion of 
Andrews Field, though still maintaining that the Burke site was the 
most desirable. On February 21, 1956, and again on January 17, 1 D5T, 
we presented testimony before Senate committees strongly urging 


a prompt decision to proceed at the Burke site. I am here today to 
reiterate that request. 
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The need for a second airport for Washington is a well-established 
fact, which to the best of my knowledge is not questioned by anyone. 
This need becomes more pressing with each passing day. 

Accordingly the question before the committee today is: Should 
funds be appropriated for the construction of this second airport in 
Burke, Va.? An alternate site has been suggested at Chantilly, and 
there are others who oppose construction of any new airport and 
would have the Nation’s Capital use Baltimore’s Friendship Airport 
instead. 

After carefully reviewing the conclusions and reasonings of the 
experts in the Civil Aeronautics Administration, in the Air Trans- 
port Association, in the commercial airlines, and still others who serve 
on our Aviation Committee, we conclude that the ground travel time 
between Friendship Airport, Washington, and Washington National 
Airport, and the average short range air trip to and from Washington 
National Airport combine to make proposals to use Friendship Air- 
port unrealistic and unacceptable. 

In our judgment the additional distance to Chantilly, which lies 
in the extreme western part of Fairfax County, and the inadequate 
existing and planned highway system between Chantilly, Washington, 
and Washington National Airport plus other considerations make this 
site much less acceptable than the Burke site. 

We earnestly urge the committee to approve the administration’s 
request. for funds to resume work on the airport at Burke in accord- 
ance with the recommendations of the Civil Aeronautics Administra- 
tion and all the other recognized experts who have investigated 
matter. 

Gentlemen, I think you have heard all of these arguments before. 
I just want to cite a few simple facts that occur to me, as an indi- 
vidual. This will only take me a few seconds. 

L have been greatly disturbed over landing at Idlewild Airport in 
New York and then to go to Newark, if I have to get another plane. 
I think we have to be realistic about this and consider either the 
taxpayer’s money or consider the individual’s money who is going 
to suffer in this respect. Burke is the closest site possible to Na- 
tional. Therefore, it means less travel by employees. We have about 
7,500 to 8,000 employees at Nationa! Airport. These employees could 
shift from Burke to National very easily. It is going to be a cut in 
their wages if they have to tr ansfer or go out to C hantilly. Some- 
body has to pay that bill. You can travel here if you land at National 
quicker than you could to any other airport instead of going to any 
other airline. I checked this morning with Allegheny and Pied- 
mont—two of our feeder lines into W ashington—they say about 
45 percent of their travel is transfer travel. T hey land in Washington 
and take another airline out of Washington. 

If you stop and think, even 6 miles difference means you have a 
million passengers a year and we will say a transfer of 6 miles a year 
means a lot of money. Who is going to pay a 6-million-mile transfer 
cost a year? Are you going to “subsidize helicopters / 

Mr. Horan. Where was the old so-called Hoover Field? 

Mr. Drake. On the other side of 14th Street. That was the first 
place I ever took flights from. 

Mr. Horan. Is that where the Pentagon is? 

Mr. Toomey. A little to the west. 

Mr. CLevencer. That is on the old Agriculture site ? 


this 
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Mr. Drake. I wanted to get my point over but I realize that you 
gentlemen are tired. 

Mr. Roonry. We want tothank you for your patience. You waited 
for us while we answered rollcalls on the floor and you were very kind 
to do so. 

Our schedule was thrown out of kilter because of the relleall votes. 

Mr. Drake. There is one thing that impresses me tremendously 
and that is that if we can work Burke in with the National Airport 
over a period of 10 years, there are millions and millions of dollars 
involved in transportation charges for employees and for travelers 
between those two airports. With the new highway system they 
have planned and it is already in the works in Virgimia, you can 
make it in 15 minutes from one airport to another. , 

Try to get from Idlewild to Newark im 15 minutes. You can sub- 
sidize your helicopters up there and it costs $1.25 a minute. Are you 
going to subsidize helicopters for us ? 

Mr. Rooney. If they are going to operate, they have to be sub- 
sidized. The could not poss} ib} Vy operate otherwise. Theirs is a 90 
percent subsidy operation. 

Mr. Drake. This was operated independently and it costs $1.25 
minute. 

If you want to go to Friendship by helicopter, you can go at $1.25 
a minute. The service is there. That is kind of expensive though. 

Mr. Roonry. I am looking at this schedule and I note that this 
afte rnoonh we had % groups for thi Burl e | cation aud oO groups against. 
Five years ago when this committee reported out money for Burke, 
and was subsequently overruled on the floor, we had no witnesses for 
Burke except CAA. 

Mr. Drake. Incidentally, that is why a Congressmen told me he 
was for burke. 

Mr. Roonry. We have had three sets of witnesses for Burke today. 

Mr. Drake. Five years ago? 

Mr. Rooney. None. 

Mr. Drake. That is what I said, this Congressman originally was 
for Burke because there were no witnesses for Burke. I mean he was 
against Burke because there were none for Burke. He said the tax- 
payers evidently do not want Burke. 

Mr. Rooney. I was for Burke at that 
no outside witnesses in behalf of it. 

Mr. Drake. I am a voter from Maryland but if you try to use 
Friendship as a secondary airport and the airlines—Capital Airline 
in particular and Allegheny, who have their home offices here—would 
have to transfer some of their employees over there and commute 
hack and forth. If they decided to shuttle employees it would be at 
terrific inconvenience and expense. I think it would be a crime to 
disturb a population that has —— its money in homes and wants 
to live there. They do not want to go to Friendship. Chantilly 
would not be too great a hards shiny upon them but nevertheless, Burke 
would be better. 

Mr. CLEVENGER. Sup posing that exigencies for increased travel out 
at International Airport made it necessary for us to use Friendship 


pending the building of this one? Would that be an insurmountable 
burden to All egheny / ¢ 


time although there were 
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Mr. Drake. I think that if we are forced to use Friendship in the 
meantime, we would have to do it. If we use Friendship as any kind 
of a permanent answer, we still have no secondary airport in Wash- 
ington. If we are forced to use Friendship, we will have to do it. 

Mr. Cievencer. If we decided to build in Burke, we could not have 
it before 1961. 

Mr. Drake. If we are forced to, we will have to do it. 

Mr. Cievencer. These people would live, or could live; is that not 
right? 

Mr. Drake. You could do a lot of things if you had to, but you can 
plan. If we had gone ahead with this 5 years ago, we would not have 
any problem now. Now we might havea problem which you propose. 
Maybe we will have one. 

Mr. Crievencer. This must be pretty close to the saturation point ? 

Mr. Draxe. I agree with you. Mr. Toomey, is there anything you 
would like to add? 

Mr. Toomey. In Mr. Drake’s proposed plan in which he says they 
intended to start construction on it in the fall, that circumferential 
highway will be about 214 miles from Burke Airport. The people 
living in northern Virginia would be served preferably, as a result 
of that highway, as well as the people of Prince Georges and Mont- 
gomery Counties. 

Mr. Crevencer. Where does it touch the bridges ? 

Mr. Toomey. If it goes to Jones Point Bridge, it carries right into 
Prince Georges County over the proposed Cabin John Bridge. Ac- 
tually, it would serve the residents of Prince Georges and Montgomery 
Counties better than it does today. 

Mr. Rooney. Very well, gentlemen. 

Thank you once again. 

Mr. Drake. Thank you, Mr. Chairman. If you have any further 
questions, we would be glad to try to answer them. 

As a matter of fact, I was supposed not to answer questions but I 
came here with the idea that if you wanted to ask questions, [ would 
try my best. 

Mr. Roonry. Thank you, gentlemen. 

The committee now stands adjourned. 
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Mr. Tuomas. The committee will please come to order. 

We have the pleasure of having many friends from the Veterans’ 
Administration with us again this morning. 

I notice that we have our friend Mr. Kelsey, the Controller; Mr. 
Wells, the Assistant Budget Officer; Mr. Turner, the Director of the 
Litigation Service, Office of the General Counsel; from the Depart- 
ment of Insurance we have Mr. Gardner, the Deputy Insurance Direc- 
tor; and from the Department of Veterans’ Benefits, Mr. Stone, Chief 
Benefits Director; Mr. Sweeney, Director of the Loan Guaranty Serv- 
ice; and Mr. Monk, the Controller, and also Mr. John Dervan, Legal 
Assistant, Loan Guaranty Division. 

Is Commissioner Higley ill this morning? 

Mr. Ketsry. He is away for a period of time. 
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Mr. Tuomas. A meeting is hardly complete without him, but we 
will have to get along without him today. 

Mr. Ketsry. He is not in the city. 

Mr. Tuomas. We want to discuss 2 or 3 things with you. We want 
to look over your loan-guaranty program and see how you are doing 
and then we want to go into a supplemental item that you have here. 

We will take up the supplemental item first in House Document 
9213. You have an item of $1,300,000 for soldiers’ and sailors’ civil 
relief. We will insert the language and explanation of the item in 
the House document at this point. 

(The information follows :) 


VETERANS ADMINISTRATION 


“SOLDIERS” AND SAILORS’ CIVIL RELIEF 


“For an additional amount for ‘Soldiers’ and sailors’ civil relief’, ‘$1,300,000, 
to remain available until expended: Provided, That the ‘Soldiers’ and saitors’ 
civil relief fund’, as supplemented by this appropriation, may be wsed by the 
Veterans Administration for making refunds, without interest, which are due 
on account of amounts collected by the United States Government by offset or 
otherwise from persons who made valid application for and were legally entitled 
to the protection of Article IV of the Soldiers’ and Sailors’ Civil Relief Act of 
1940, as it eristed prior to the amendments of October 6, 1942: Provided further, 
That application for such refunds must be made to the Veterans Administration 
within two years after the date of enactinent of this Act and shall not be denied 
by reason of any other statutory time limitations, judgments heretofore ren- 
dered, or any other technical defense.” 

Through this fund the Government guarantees payment of premiums on life 
insurance policies held by servicemen during their service and for 2 years sub- 
sequent to discharge. 

This supplemental request results from a Supreme Court decision of January 
14, 1957, that the Soldiers’ and Sailors’ Civil Relief Act of 1940, prior to its 
amendment in 1942, did not obligate the serviceman to reimburse the Govern- 
ment for premiums paid by the Government in cases where the policy was sub- 
sequently permitted to lapse. The principle of this decision is expected to obli- 
gate the Government to refund approximately $1,642,000 to some 8,440 individ- 
uals from whom collections were made for Government-paid premiums on poli- 
cies guaranteed under the act as it existed prior to amendment. The proposed 
provisions will enable refunds to be made administratively on an equitable basis. 


Mr. Tuomas. I notice here you have a deficiency item for 1958 
“Kor an additional amount for ‘Soldiers’ and sailors’ civil relief, 
$1,300,000 to remain available until expended :’ ”. 

Then you have quite a bit of legislation attached : 


Provided, That the ‘Soldiers’ and sailors’ civil relief fund, as supplemented by 
this appropriation. may be used by the Veterans Administration for making 
refunds, without interest, which are due on account of amounts collected by 
the United States Government by offset or otherwise from persons who made 
valid application for and were legally entitled to the protection of Article IV 
of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as it existed prior to the 
amendments of October 6, 1942: Provided further, that application for such 
refunds must be made to the Veterans Administration within two years after 
the date of enactment of this Act and shall not be denied by reason of any other 
statutory time limitations, judgments heretofore rendered, or any other tech- 
nical defense. 


That is legislation and I imagine the best thing for you to do is to 
go to your legislative committee—not that we have any objections 
to what you are doing here. 

You might tell us about it in the first place, Mr. Gardner. 

Mr. Garpner. This revolving fund was established to implement 
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the provisions of article + of the Soldiers’ and Sailors’ Civil Relief 
Act of 1940, as amended, under which the Government guarantees 
premiums due on commercial life-insurance policies held by servicemen 
while they are in service and for 2 years after discharge. 

Mr. Tuomas. This goes back to World War IT? 

Mr. Garpner. World War IT, and the act is still in existence. 

Mr. Tuomas. It includes the Korean boys also? 

Mr. Garpner. Yes. 

Mr. Tuomas. It was generally thought when a chap went into the 
service and he had a civilian life-insurance policy, that that policy 
would become null and void if he went overseas. The purpose of 
the various Government insurance policies for veterans was to take 
the place of those insurance policies that had been canceled, and also 
provide his beneficiaries with a Government policy. But in truth 
and in fact all civilian life-insurance policies were not canceled by 
virtue of service in the military of the United States. 

Mr. Garpner. Some of them had the so-called war clause, and if 
they lost their lives as a result of military duty their policy would be 
null and void. The proceeds were payable if death occurred for any 
other reason. 

Mr. Tuomas. What percentage of civil life-insurance policies became 
null and void by virtue of military action? 

Mr. Garpner. That would be something on which we could not pos- 
sibly get the information. 

Mr. THomas. Would it be a third, a fifth, or one-tenth of the pol- 
icies? What isa reasonable guess on it? 

Mr. Evins. There must have been some information given on this 
subject at the time the act was passed. 

Mr. Garpner. I would assume the only information available was 
the fact that when war became imminent many of the companies 
began to write a war clause in their insurance policies. 

Mr. Tomas. Was not the war clause in most policies? Were they 
not in effect 5 or 10 years before war started? Was it not a common 
practice for the companies to write in that clause? 

Mr. Garpner. It was a common practice dropped to some extent 
in the period of peace following World War II and it was revived as 
unrest occurred in Europe. 

As enacted in 1940 the Soldiers’ and Sailors’ Civil Relief Act did 
not specifically provide for reimbursement by the serviceman for 
premiums paid by the Government w hen the policy was subsequently 
lapsed, but the Veterans’ Administration cor istrued the law as im- 
posing such an obligation. As a result, indebtedness was set up against 
applicants on whose account payments were made by the Govern- 
ment, and collections were made against this supposed indebtedness. 
In 1942 the act was amended to specifically provide that amounts paid 
to the insurer by the Government would constitute an indebtedness 
against the insured. 

SUPREME COURT DECISION 


_ The Supreme Court of the United States in U.S. vy. Plesha et wd. 
352 U.S. 202), decided January 14, 1957, held that the 1940 act, as 
Dainmeuied from the 1942 amendments, did not impose an obliga- 
tion upon the serviceman to reimburse the Government for premiums 
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the Government was called upon to pay the insurance company. This 
decision created an obligation on the part of the Government to reim- 
burse amounts collected from servicemen to cover payments to com- 
mercial insurance insurers incident to guaranties made pursuant to 
provisions of the original act (1940). 


COLLECTIONS 


Collections were made in approximately 8,440 such cases. The 
average amount collected was approximately $195, veheiivieg! in poten- 
tial ‘claims for refund in the total amount of $1,642,000. There is 
currently available in the soldiers’ and sailors’ civil relief revolving 
fund approximately $446,000 of which it is estimated $104,000 will be 
required for future claims of insurers, resulting in supplementary 
appropriation needs of $1,300,000. It may be noted that this amount 
is less than the total of the amounts ($1,500,000) which were trans- 
ferred to surplus of the Treasury from the fund pursuant to the 
Second Supplemental Act, 1953, and the Independent Offices Appro- 
priation Act, 1955. 

Mr. Vourseri. What was done in the Second Supplemental Act of 
1953 ¢ 

Mr. Garpner. I think at that time we had some $900,000 in the 
revolving fund and $500,000 was transferred to the miscellaneous 
receipts of the Treasur y. 

Mr. Wetts. $1 million went back in 1953 and $500,000 in 1955. 


SUPREME COURT DECISION 


Mr. Evins. When the Court rendered its decision it imposed upon 
the Veterans’ Administration an obligation to refund to the veterans 
the amount of the premium they had paid? 

Mr. Garpner. The money we had collected from them. 

Mr. Evins. You say that the Supreme Court imposed upon the 
Veterans’ Administration the obligation to repay to the veterans the 
amount of the money you had collec ted from them ? 

Mr. Garpner. As a result of paying the companies. 

Mr. Evtns. At the time of the decision the collections had amounted 
to how much? 

Mr. Garpner. The collections of the contracts coming under the 
Supreme Court decision had amounted to $1,642,000. 

Mr. Evins. Your amount in the revolving fund of $446,000 would 
not be adequate, according to your statement, to take care of the 
situation ? 

Mr. Garpner. That is correct, sir. We have to have a small work- 
ing balance in there because we have about 800 policies still under the 
protection of the act. Others are still coming under the protection 
of the act. We need a small working balance. 

Mr. Evrns. Does this insurance remain in effect as long as these 
men inducted in World War II period and the Korean war period 
remain in service ? 

Mr. Garpner. That is right, as long as they are in the service and 
2 years thereafter. 

Mr. Evins. What about those that are inducted at this time? 
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Mr. Garpner. If they have an insurance policy they can put it under 
the protection of the act. 

Mr. Evins. But they are not given the gratuitous free insurance? 

Mr. Garpner. That ended in 1942. 

Mr. Evrns. This applies only to the protection of the insurance 
which the servicemen themselves had outstanding at the time they 
went into the service? 

Mr. Garpner. That is right. I do not believe we still have any 
cases which were put under the protection of the act prior to the 1942 
amendment. There are none of those left. 

Mr. Evins. There is a double obligation on the Veterans’ Adminis- 
tration; one imposed by the statute and another imposed by the 
Supreme Court’s decision ? 

Mr. Garpner. That is correct in a sense; yes. 

Mr. Ostertrac. If the Supreme Court based its decision on the 1940 
act—and that is correct, is it not? 

Mr. Garpner. That is correct. 

Mr. Osrerrag. Which was subsequently amended in 1942—and if 
the Supreme Court has determined that an obligation existed by vir- 
tue of their interpretation of the 1940 act, why do you need any supple- 
mental authority in order to make these payments ? 

Mr. Garpner. I think Mr. Turner can probably answer that better 
than [I from a legal point of view. 

Mr. Turner. There are two reasons for that. The money which 
came in, from whatever source, was put into this revolving fund, but 
the revolving fund consists of money derived from collections with 
respect to policies which were not only under the 1940 act as to which 
the Veterans’ Administration had always taken a position that there 
was a debt arising by operation of law, but also collections with respect 
to policies under the 1942 act which the Congress said created a debt. 

The Supreme Court held in the Plesha case that the Veterans’ 
Administration was wrong in holding that a debt existed with respect 
to the 1940 act. We submitted the matter to the Comptroller General 
after the Plesha decision as to whether or not the moneys in this 
revolving fund which were left there, amounting to $446,000, could 
be used to pay these veterans back the money we had collected from 
them. 

The Comptroller General ruled on June 24, 1957, in Decision No. 
B-101126 that that fund was not available for that purpose unless 
Congress said it should be available: that it was designed for other 
purposes than that. The Comptroller General also suggested that the 
entire matter be presented to the Congress in the form in which we 
now present it. [think that probably answers your question. If there 
are any further questions about it I would be glad to explain further. 

Mr. Tuomas. The —— Court held that where a veteran did not 
carry his policy through, or let it drop after you had collected this 
money, then you would have to return the premium? Was that the 
upshot of the opinion? 

Mr. ‘Turner. Mr. Chairman, here is exactly what it was. Here is 
a man who went into the service after the enactment of the 1940 act. 
He had a policy of life insurance for, say, $5,000 issued to him by the 
New York Life Insurance Co., or some oth er commercial company. 
The military pay was low. He was not able to pay the premiums as 
they became due monthly or quarterly. 
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Mr. Tomas. Then the purpose of this act was to pay the premiums 
for him? 

Mr. Torner. The purpose of this act was to guarantee the insurance 
company that those premiums would be paid if the man made applica- 
tion. The Government issued certificates to the insurance company 
in the amount of these premiums. Of course, they would tally them 
up each month, and issue a general certificate to each company. The 
provisions of the act were that settlement would be made after the 
man had terminated his service, 1 year after that, if he had not paid 
the insurance company. 

Now, he could go in and pay the insurance company himself, those 
premiums, but if he did not pay then the Government had to pay. 

Mr. Tuomas. And all during that time you withheld from his pay 
the premiums? 

Mr. Turner. Not from his pay. There were two ways we collected 
this money that we paid over to his insurance company a year or more 
after he got out of service. One was by direct collection, writing him 
a letter and saying, “You owe us so much money,” and he would send 
us a check, The other way was to take it out of other benefits payable 
to him under veterans’ laws. The principal benefit that was looked to 
for the purpose of effecting those offsets was the national service life 
insurance dividend. 

Mr. Tuomas. What did the Supreme Court hold ? 

Mr. Turner. The Supreme Court held we had no right to charge 
the insured for the moneys we had paid to the insurance companies. 
In other words, that this was in effect free insurance provided him 
by the Government. 

Mr. THomas. The Supreme Court did a little legislating there. 

Mr. Turner. It apparently did. That has been our position all the 
time. 

Mr. Toomas. Now you want some legislation to pay the money back ? 

Mr. Turner. The Supreme Court says we owe. 

Mr. THomas. Have you submitted this to the legislative committee ? 

Mr. Turner. I do not think so. 

Mr. Tuomas. Well, gentlemen, there is nothing urgent about it. 
Do you not think you had better submit this to the legislative com- 
mittee? The Comptroller General has ruled that you cannot divest 
yourself from these funds without legislative action so I think the 
courteous thing to do would be to submit this to the legislative com- 
mittee. After you do that and you have an understanding with them, 
then if you need our services come back to see us. 

Mr. Jonas. What was the name of that case / 

Mr. Turner. /’. S. v. Plesha (352 U.S. 202). 

Mr. Osterrac. Off the record. 

(Discussion off the record.) 

Mr. THomas. If there are no further questions, we thank you very 
much. You made a very nice presentation. 


Home Loan GUARANTY AND Direcr Loan PrRoGRAMS 


Now, let us talk about the loan-guaranty program. Who wants 
to make a statement and bring us up to date on how much business 
vou are doing ? 
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Mr. Stone. Mr. Sweeney has some information here. 

Mr. THoMas. I notice that you have for the fiscal year 1958 $17.5 
million to run your business. We were thinking that was about 3314 
percent too much. I know that you want us to “rescind about $5 mil- 
lion of it. I understand you have been treating the limitation in the 
bill here not as a ceiling but as a floor. That is a new twist. There 
is quite a difference between the ceiling and the floor. 

Mr. Stone. We have not been treating it as a floor, sir. We are 
reducing a great deal. Mr. Sweeney will give you some facts and 
figures on the whole program. 

“Mr. Trontas. It is nice to see you. 


VOLUME OF LOANS GUARANTEED 


Mr. Sweeney. Let me bring you up to date as of June 30 on the loan- 
guaranty program. 

As of June 30 we had guaranteed 4,950,000 home loans for $41,097 
million. 

Mr. Tuomas. That is as of the end of the fiscal year 1957? 

Mr. Sweeney. That is right, sir. 

Mr. Tuomas. How many units and how many dollars? 

Mr. Sweeney. 4,951,833 units for $41,097 million. That is for 
home loans. 

Mr. Tuomas. For the fiscal year 1957 how many units received 
direct loans and how many dollars? 

Mr. Sweeney. Let me give it to you in this statement. I will give 
you the cumulative program to date on the guaranteed loans 
£,951,833 for $41,097 million. 

Mr. Tromas. Roughly, under 5 million units at a cost of $41 bil- 
lion ¢ 

Mr. Sweeney. That is right, sir. 

With regard to farm loans, we have guaranteed 70,685 for $279 
million. 

Business loans, 229,457 for $632 million. 

Now, on the home loans, 1,054,000 have been paid in full, totaling 
$6,226 million. That is about 21 percent of the newer of the loans, 
or 15 percent of the total dollar volume. 

On farm loans, 48,011 have been paid, or 67.9 percent of the total 
number, and $157 million, or 56 percent of the total dollar volume 
of farm loans made. 

On business loans, 193,479 have been paid in full, or 84.3 percent of 
the total number, aha S479 million, or 75 percent of the total volume. 

As far as the defaults and foreclosures on home loans are concerned, 
we have paid 32,767 loans in the amount of about $25 million, which 
is U.6 of the number but only six-hundredths of 1 percent of the total 
dollar volume. 

Mr. Tromas. What has been your loss in dollars to date ¢ 

Mr. Sweeney. Our net loss on claims paid on home, farm, and busi- 
ness is a little less than $21 million. 

Mr. Tromas. Can you break the $21 million down as between home, 
business, and farm / 

Mr. Sweeney. I am not able to give the breakdown. The majority 
of that, 50 percent, is on business loans. That is where we have had 
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our biggest fatality. I would say about $15 million of that is business 
loans and the balance is between farm and home. 

Mr. Tuomas. $13 million of your total $21 million? 

Mr. Sweeney. Yes; net loss. Our biggest losses were in business 
loans. 

Mr. Tomas. What do you mean by “net loss” ? 

Mr. Sweeney. After we pay the claim, sir, and try to recapture 
through the liquidation of securities, or other collection methods, 
either through deficiencies or offsets. 

Mr. Tuomas. What is your cutoff period you are using for your 
$21 million ? 

Mr. Sweeney. June 30. 

Mr. Tuomas. Of last year? 

How many units of housing, business loans, and farms did you 
have on hand at that time? 

Mr. Sweeney. The total loan balances as of March 31, about $29.6 
billion. That is the total of home, farm, and business. The liability 
on those loans is $16.6 billion. As far as home loans are concerned, 
our outstanding loan balances as of March 31 were $29.4 billion, with 
a liability of about $16.5 billion. 


STATUTORY PERIOD FOR VA-GUARANTEED LOANS 


Mr. Tuomas. What is the statutory period on the home guaranty, 

the business guar “ ty, and the farm guaranty ? 

Mr. Sweeney. For World War II the entitlements for home, farm, 
and business will expire July 25, 1958. 

Mr. Tuomas. What is the period of the mortgage there? 

Mr. Sweeney. On home loans we can go to 30 years. Our average 
maturity runs about 231% years. 

Mr. Tuomas. What about farm loans and business loans ? 

Mr. Sweeney. Well, most of the farm loans were of short maturity 
because they were for working capital and equipment. I would say 
on those they are a little less than 5 years. As far as the farm realty 
loans are concerned, they have averaged something around 28 or 281% 
years. For business loans, most of those were written under 5 years. 

Mr. Tuomas. What was the statutory period on business loans? 

Mr. Sweeney. As far as maturity is concerned ? 

Mr. Tuomas. Yes. 

Mr. Sweeney. We can go to 30 years on real estate. We adminis- 
tratively determine certain types of loans up to 10 years, but the 
average loans have been less than 5 years. 


STATUS OF VA-GUARANTEED OR INSURED LOANS 


Mr. Tuomas. Now, can you make us a nice little table which will 
save alot of words? Put your three categories in it—business, farm, 
and home. One column should give your cumulative figure up to a 
certain date; in the next column give your net loss in each one of 
those groups up to a certain date, and then as of a certain date give 
your foreclosures on each one, and then in your final column what 
you have on hand, dollar value. You can work out a nice little table 
and put all that information init. You have it. 

(The information follows :) 
















Selected data on VA-guaranteed or insured loans, cumulative through June 1957 


[Amounts in millions of dollars} 
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Number | principal | Number loans made principal 
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— Seana — > — — ———— — — —e — — i — 
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| os ae ere ae cere Prt 
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Total, all loans- 49, 343 0.94 | $251 | $20.7 | 3,906, 801 $30, 250 
Home loans__.___- : 32, 767 | 66 ae 11.0 3, 864, 725 | 30, 150 
Farm loans. .._- 4 2, 214 3.13 2 20, 460 75 
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Mr. Thomas. What is the picture now on your guaranty section? 
What is the number of your applications? fow much business are 
you doing? What interest rate are you paying, and what is the money 
market doing ? 

Mr. Sweeney. Let me give you a current trend on the guaranty sit- 
uation. During June we received requests for the appraisal of 24,000 
units. Out of the 24 000, 13,736 were on new units. Now, this is the 
second lowest month in 7 years. The previous low was 22,712 in July 
1951. It was the lowest June total since appraisal figures first began 
to be made available in our statistical service in 1950. 

During the first 6 months of 1957 we received requests for 137,390 
units to be appraised. This is 67 percent below the first 6 months of 
1956 and 31 percent less than the first 6 months of 1955. It was the 
lowest 6-month total in 7 years, since our appraisal figures have been 
available. 

Along with that our home loan applications were as follows: In 
June we received 20,911. That is the lowest monthly total since March 
1949, and it is the lowest June total in 12 years of our operation. For 
the first 6 months of 1957 we received 151,870 home-loan applications. 
That is 40 percent below the first 6 months of 1956 and 54 percent 
below the first 6 months of 1955, and it is the lowest total for the first 
6 months of any year since 1952. 

Now, the first half of this calendar year we more or less closed out 
pretty much what our guestimates were that it was going to be for 
the fiscal year 1957. 

Mr. Tuomas. Hlow many commitments have you made? That is 
the test. 

Mr. Sweenry. We practically committed for all these loans, sir. 

Mr. Tromas. What was the last set of figures ? 

Mr. Sweeney. Home loans. 
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Mr. Tuomas. Repeat that again. You did not call them loans. 

Mr. Sweeney. Home-loan applications. 

Mr. Tomas. How many did you approve? That is the figure 
that we want. 

Mr. Sweeney. I would say that we approved practically all of them. 

Mr. THomas. Repeat the figures. 

Mr. Sweeney. 151,870. 

Mr. Tuomas. Those are the ones that you approved? 

Mr. Swreenry. That is right. 

Mr. Tuomas. How do they compare with the business you have 
done in the last 10 years? 

Mr. Sweeney. Forty percent below the first 6 months of 1956 and 
54 percent below the first 6 months of 1955, and it is the lowest for 
the first 6 months of any year since 1952. 

Mr. THomas. Do you work on a calendar-year basis or a fiscal-year 
basis ? 

Mr. Sweeney. A calendar-year basis. 

Mr. Txomas. What will it be on our calendar-year basis? 

Mr. Sweeney. We guaranteed approximately 600,000 loans. In 
1956, 520,000 loans. For this calendar year, if the trend continues, it 
will be less than 300,000—much less. 

Mr. Tuomas. Spell out that “if.” What is your opinion on that 
“if”? What about the trend? 

Mr. Sweenry. Well, there are several factors that enter imto this 
picture, or have entered into the picture in the last 6 months. 

Mr. Tuomas. You have had one in the past 3 weeks which is more 
significant than anything. You may proceed. 

Mr. Sweeney. Last spring it was anticipated that this demand for 
capital funds was going to lessen during the summer months so funds 
would be made available for mortgage money. But the signals were 
changed here starting in May and going through June and currently 
in July , and it looks as though this high demand for funds by industry 
for capital improvements and building up inventories is going to con- 
tinue for the next 6 or 7 months, so as far as the 414-percent mortgage 
loan is concerned, even though we have up to the current time uncon- 
trolled discounts, a lot of lenders are just refusing to participate in 
the program at any discount price. We also have now facing us 
under the new Housing Act the provision that was put in by the 
Senate that we have to go out and control discounts. I will speak 
about that a little later. 

That is going to be a very serious deterrent on lenders participating 
because we are going to establish a floor that will just stop many 
lenders from making GI loans. Possibly we may have to preclude 
FNMA from entering them unless they adjust their prices. So it 
looks as though with the descendency in both appraisal requests and 
loan applications, we are going to accelerate the ph ising out of World 
War II entitlements at a more rapid pace than we antic cipated. They 
have until next July. 

Mr. Tuomas. You still have 10 million veterans entitled out of the 
15 million. 

Mr. Sweeney. That is right, sir. 

Mr. THomas. And you have a total entitlement of about 15 million 
World War II and Korean unused? 
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Mr. Sweeney. That is right. 

Mr. THomas. Out of round figures of 19,500,000. 

Mr. Sweeney. That is right. 

Mr. THomas. Proceed. 

Mr. Sweeney. Well, money will not be available at the prices we 
will establish. As I started to say, as a consequence, lenders are 
withdrawing from the GI-loan program and therefore we will have 
an accelerated termination of the World War IL benefits. As you 
well know, the Korean veterans have until 1965. From what will 


transpire within the next 6 or 8 months, we feel that. those boys will 
not be able to use their benefits. 


AVAILABILITY OF FUNDS FOR HOUSING 


Mr. Tuomas. You said a year from now when the money market 
changes. 

Mr. Sweeney. I do not think the high demand for funds will con- 
tinue at the level it is now. 

Mr. Tuomas. That is the whole question. When you settle that 
you have settled everything, have you not? Do not pass over it so 
lightly. There is nothing wrong with the housing program that a 
little mortgage money would not cure; is that not right ? 

Mr. Sweeney. That is true. 

Mr. Tuomas. When are you going to get the mortgage money? 
When is it going to become av rallable? You say within the next 12 
months it will. Why the next 12 months? Why not the next 3 
months or the next 24 months? How do you pick out that period? 

Mr. Sweeney. At the pegged rate that we have discussed before 
the several committees—and I think we discussed this about 6 months 
ago here today—— 

Mr. Tuomas. And that is why you are back. 

Mr. Sweenry. Things have come to pass, except the matter of in 
terest rates and div idend rates and savings have all gone up. Savings 
and loan banks have jacked up their rates. 

Mr. Tuomas. The reason savings rates went up is to get people to 
put more money into savings and in turn the banks would have more 
money to lend. Then the more money you have to lend the cheaper 
the rate will be. It has not worked that way, has it? 

Mr. Sweeney. I do not follow your theory about the more money 
you have to lend the cheaper the rate will be. I do not think those 
thin x8 have come to pi iSS. ' 

Mr. Tuomas. I know that they have not come to pass. 

Mr. Vurseit. In other words, those who qualify you approve? 

Mr. Sweeney. That is right. 

Mr. Vurseii. You say that there is a potential of 15 million World 
War IT veterans. Does that include the Korean veterans? 

Mr. Sweeney. Yes; that is the total. 

The remaining figure I will give you. 

Mr. Vurseit. That is not important in my line of thinking. Out 
of the 15 million veterans I am wondering if, regardless of the money 
market, you are not going to have a diminution or a falling off of 
applications after you have serviced some of them because many 


veterans do not build houses, and many veterans build them through 
their own financing. 





Mr. Sweeney. That is true. 

Mr. Vurset. There is another point in this. There has been such 
an increase in wages and such a rolling prosperity, or whatever you 
want to call it, and probably a great many veterans prefer to do like 
they used to do, go out and build their own houses without going to 
the Government. Have you evaluated that? Do you have any in- 
formation that would indicate that all this falling off is because of the 
interest rate or tight money ? 

Mr. Sweenry. What you say is true. There are a lot of World 
War II veterans that owned their homes before they went into the 
service. There are a lot of boys who were resourceful and did not 
use their entitlement. We do not conclude that all the remaining 
10 million World War II veterans that have not used their entitle- 
ment are going to come into the market. Those are the potentials. 
We have always geared our administrative machinery and contem- 
plated that W orld War II entitlements will expire next July. All 
we are saying is those that are desiring to use that will not be able to 
because of the interest factor, or for other reasons that money is not 
available. 

When you look at the Korean vets and the number that are coming 
in now, about one-third of the applications we are receiving are 
coming from them, and they are increasing each month whereas World 
War II are descending. I maintain that a higher percentage of the 
6 million Korean veterans will come into us through entitlements 
rather than World War II veterans. We have made guesstimates. 

Mr. Tuomas. I wonder if the gentleman from Tllinois will vield 
to me a minute to build up the record, and then we will go into these 
details. 


PRICE OF MORTGAGE MONEY 


Getting back to your statement about your interest rates, I have 
noticed in the last 2 or 3 issues of the Wall Street Journal that there 
have been —. ations to the effect that the recent financing of $24 
billion or $25 billion of Government obligations, with an increased 
interest rate up to about 4 percent, has virtually killed any prospect 
for additional money going into the housing market. Do you find 
that to be true? 

Mr. Sweeney. Well, Mr. Chairman, there are a lot of institutions 
that invest primarily in mortgages—savings and loan institutions 
and mutual savings banks—and there is a high percentage of the 
money in the insurance companies that goes to mortgages. There 
is mortgage money at a price. 

Mr. Tomas. Repeat that statement. You think that there is plenty 


of mortgage money available for the housing industry at a price; is 
that what you said? 


Mr. Sweeney. That is right. 

Mr. Tuomas. What is the price ? 

Mr. Sweeney. On conventional loans it will depend upon the geo- 
graphical location, but it will go from 514 to 614 percent. 

Mr. Tuomas. What about Government guaranteed mortgages, home 
mortgages, whether VA or FHA ? 

Mr. SWEENrY. Apparently there is some money available at 414 per- 
cent, providing the builder will pay the discount that will give the 


























lender a net yield of something better than 5 percent—more like 514. 
That means in some areas the builder would have to pay anywhere 
from 8, 9, and 10 points discount. 

Mr. THomas. When you pay the 10-point discount what is your 
interest rate / 

Mr. Sweeney. About 414 percent. 

Mr. THomas. How much return, regardless of whether he gets it 
in a direct interest charge, or a discount, is necessary to make plenty 
of money available for VA and FHA loans for housing ¢ 

Mr. Sweeney. Well, current quotations right now in the New E ng- 
land area are 4 and 5 points discount. In the Middle West it varies 
from 5 to 7 points discount. On the west coast and Southwest they 
are asking 8, 9, and as high as 10 points discount. 

Mr. THomas. With 414 percent interest and 10 points discount, what 
interest rate does that figure ? 

Mr. Sweeney. They pay a half a point servicing out of that, so it 
would be roughly 5.2 or 5.26. 

Mr. Tuomas. And there is plenty of money available at that figure— 
5.2 or 5.26 percent ? 

Mr. Swreenry. There is money available for GI loans at those dis- 
counts, but there is plenty of money available for conventional loans 
at 514 to 614 percent. 

Mr. Osrertac. Plus discounts? 
Mr. Sweeney. No discounts. 







Direct Loan ProGRAM 



















Mr. Tuomas. How many direct loans have you made, numberwise 
and dollarwise, and break those figures down over a period of the 
last 3 or 4 years. Do you have that information ? 

Mr. Sweeney. I do not have that summarized. I can give you the 
guaranteed loans. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Sweeney. I am sorry that I do not have the total figures for 
the last 3 years for direct loans. I will make them available for the 
record. 

(The information follows :) 


Number and amount of home loans guaranteed and direct loans made by the Veterans’ 
Administration 


| VA guaranteed home loans | Direct loens 


Number Amount Number | Amount 







1954_____. j 410, 778 | $4, 257, 200, 604 14,527 | $109, 353, 214 
1955 ; 649, 5¢ 7, 156, 567, 679 | 15, 856 119, 938, 759 
1956 s 507, 725 5, 868, 351, 335 10, 803 80, 923, 951 
1957, Ist half__. a _ ew 187, 925 2, 277, 547, 341 9, 279 71, 999, 062 








Mr. Tuomas. When you make a direct loan what is your rate of 
interest ? 

Mr. Sweeney. 4.5 percent. Currently the Treasury is charging 3.5 
percent for the money that we borrow. We anticipate borrowings 
we will make in this quarter may go up. 


93528—57——46 













Mr. Tuomas. How much authority dollarwise do you have to make 
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STATUS OF LOAN FUND 


direct loans? Is there any limitation on the number of units or the 
number of dollars you can spend in making direct loans under your 


present 


authority ? 


Mr. Sweeney. Under the present authorization from the Congress, 
plus the revolving fund, we can make about $825 million in leans. 

Mr. Tuomas. How much is in your revolving fund now? 

Mr. Sweeney. As of June 30, with the authorization, we have a 


balance 


of $120 million. 


Mr. Tuomas. What was the total amount of your authorization ? 
Was that authorization all at one time, or has the fund been imple- 
mented by successive legislation ? 

Mr. Sweeney. Implemented by successive legislation. 

Mr. Tuomas. Give us the history of it and the status of it. 

Mr. Sweeney. You will have to indulge me a minute. We gave 
that whole statement before the House Veterans’ Affairs Committee. 
I can put my hand on it and give you the whole table. 

Mr. Monk. The total that we have had available, $738,668,880. 

Mr. Tuomas. Treasury authorization, or direct appropriations ? 

Mr. Monk. Treasury authorizations. 

Mr. Tuomas. That is the total amount in your revolving fund? 

Mr. Sweeney. Plus repayments and sales. 

Mr. Tuoomas. Out of your $738 million total authorization for direct 


loans, h 


ow much do you have left in the revolving fund ? 


Mr. Sweeney. As of June 30 we had $120.736.000. In this next 


quarter 


we anticipate we will pick up another $7.5 million of principal 


repayments. 
Mr. Tuomas. How many applications, and what is the dollar value 


of thea 


xlications for direct loans pending now ? 
I ; 


Mr. Sweeney. Outstanding there are about 11,000 to be closed. We 


have outstanding commitments- 





Mr. Stone. We have about $25 million to $30 million left now that 


is unall 


otted to our regional offices. When it is out in our regional 


offices it is practically the same as spent, so there is a fund of about 


$26,648, 


23, 1957. 


Mr. ' 


high ? 


900 that is the unallotted balance in the central office on July 


[TxHomas. Your demand for direct loans must be extremely 


Mr. Stone. Extremely high. 

Mr. Tuomas. Hitting the ceiling ? 

Mr. Stone. Yes, indeed. 

Mr. Tuomas. Why is that? 

Mr. Stoner. Because it is 414 percent money and it is available 


without 
Mr. T 
that it? 


discount. 
Homas. In other words, they cannot get it any place else; is 


Mr. Stone. That is right. 
ry . . 
Mr. Tuomas. How does your loss figure for your direct loans com- 


perforn 


pare with your loss figure on your guaranteed loans? 


we have 





foreclosed on 383, or four-tenths of 1 percent. That isa better 
vance than we have in the guaranteed loans. 
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Mr. Tuomas. How much better. 

Mr. Sweeney. Two-tenths of 1 percent. We had six-tenths of 1 
percent on guaranteed loans, and it is four-tenths of 1 percent on direct 
loans. 

Mr. Tuomas. To satisfy your present requests for all types of loans, 
whether direct or guaranteed, how much money would you have to 
have for the fiscal year to keep you going? 

Mr. Sronr. We have never asked for direct-loan money. We have 
no recommendation to make for direct-loan money. 

Mr. Trromas. Why have you not asked for it? 

Mr. Sronn. It has never been our policy to do so, sir. 

Mr. Tuomas. You had $730 million worth of it. Whose policy was 
that ? 

Mr. Sronr. That was by congressional action. 

Mr. Evrns. It was forced on them by legislation. 

Mr. Tuomas. The Veterans’ Administration did not even ask for 
that $730 million ? 

Mr. Sronr. The Veterans’ Administration never has; no, sir. 

Mr. Tuomas. Did you ask for any of the loan-guaranty program ? 

Mr. Stone. No, sir. That was an act of Congress that was turned 
over to the Veterans’ Administration for administration. 

Mr. Trromas. You mean that was a congressional program ? 

Mr. Stone. Yes. 

Mr. THomas. Does the Veterans’ Administration have any idea, or 
any thinking on a direct-loan program now for VA housing? 

Mr. Srone. We have nothing to request in the way of appropria- 
tions for direct-loan housing. 

Mr. Tromas. What is your thinking? 

Mr. Sronr. All I can say is the unreserved balance probably will be 
reserved by September and all direct-loan money under existing law 
will be used up. 

Mr. Tuomas. Under your present regulations that would not permit 
but a handful of applications. 

Mr. Stone. That is right. 

Mr. Tromas. Your direct-loan money is only available to the small 
towns. 

Mr. Srone. That is right. 

Mr. Tuomas. There is no difference between the small towns and 
the big towns as far as the availability of money is concerned ? 

Mr. Srone. That is true. 

Mr. Tromas. Is legislation pending in either House making a cer- 
tain amount of money available for direct loans to the Veterans’ 
Administration for housing purposes ¢ 

Mr. Stone. There is a House bill that has passed, providing $200 
million, and increasing the amount that we can loan per veteran. 
We are limited now by law to $10,000. The new proposed law makes 
it $13,500. 

Mr. Tuomas. That passed the House about 4 or 5 weeks ago? 

Mr. Sronr. It passed the Senate committee with the same $13,500, 
but a $50 million wep pet, S rather than a $200 million authoriza- 
tion. Where it stands now, I do not know. 

Mr. Tromas. It has not passed the Senate yet. To suppleme nt the 
revolving fund, the House bill is $200 million and the Senate bill 
$50 million ? 

















Mr. Srone. That is right. 

Mr. Tuomas. Even if you were to have the larger figure of $200 
million rather than the $50.million, how long would that last the 
veterans if you were to make every part of the country eligible for 
direct loans ? 

Mr. Stoner. The entire country ? 

Mr. Tuomas. You just stated that there was not any difference be- 
tween the country towns and. the cities as far as the availability of 
the funds for veteran application housing was concerned; is that 
correct ? 

Mr. Stone. That is right. 

Mr. Tuomas. On that basis, then, we will make it nationwide. How 
long would the $200 million last the program then ¢ 
Mr. Stone. Probably 1 month or less. 

Mr. Tuomas. One month? 


VOLUME OF VA-GUARANTEED LOANS 


5.8 billion. 











Mr. Stone. The business done last year was $ 
prior, $6.7 billion. 

Mr. Tuomas. Last year it was $5.8 billion? 

Mr. Srone. Just about that. 

Mr. Tuomas. On an annual basis, what will it be this year—$3 
billion, ne a little less? 

Mr. Stone. It will be in the neighborhood of a little less than $2.5 
billion ‘under existing conditions. 

Mr. Tuomas. It would not hurt to put another $500 million in the 
revolving fund. It would last about 3 or 4 months. Mr. Sweeney 
thinks that next year money will not be so tight. If we put about 

$500 million in there, would that not have a tendency to loosen up the 
money market in the next 3 to 5 months? What do you think about 
that? 

Mr. Sweeney. Mr. Chairman, referring again to this $120 million 
that we have on hand 

Mr. Tuomas. Give me your best judgment on the question that I 
asked you. We will refer to that later. 

Mr. Sweeney. I was going to lead up to the answer. 

Mr. Tomas. Answer the ‘question any way you want to. 

Mr. Sweenry. We made a survey in the field just recently to see 
how rapidly the $120 million would go out, and the figures from the 
field indicate in July they will enc “umber $46,887 000; in August, 
$46,017,000; in September, $48,550,000. 

Mr. Tromas. It will last you 214 months, then? 

Mr. Sweeney. That is right. If the demand in these rural areas 
continues like that, to answer you for the 6 months, it looks as though 
the demand would be around $280 million. 

Mr. Tuomas. I am not talking about the rural areas alone; I am 
talking about the country as a ‘whole. There is no difference, you 
have testified, between the rural areas and the cities as far as the avail- 
ability of funds is concerned. I am talking about how much money 
it would take to last you about 6 months for everybody, every section, 
big, little, and so on. Would $500 million do any good? 


The year 











Mr. Stone. Of course, it would do some good, naturally. If there 
would be an unlimited amount of money that could be used at the 
414 percent interest rate, it is anybody’s guess as to how much would 
be used, 

Mr. Tuomas. How much money ? 

Mr. Stone. It would go into many billions of dollars. 

Mr. Tuomas. Many billions of dollars. In 6 months there would 
be several billion dollars that could be spent. Your whole outlay last 
year in your guaranty program, whether direct loans or otherwise, 
was only $5.7 billion ? 

Mr. Sronr. I consider several billion dollars $3 billion; more than 
$2 billion. 

Mr. Tuomas. If you were to put one-half billion in the fund, how 
long would it take before industry would begin to open up a little bit 
and make some loans? 

Mr. Sweenry. Mr. Chairman, just to give you the indication of the 
trends for the first 6 months of this year, in June we guaranteed $276 
million in loans; in May, $286 million ; April, $349 million ; March, 
$379 million. That will give you an indication that it is going down, 
but, if you maintain the level of June, $276 million, that would be 
about $11, billion for the next 6 months. 

Mr. Tw0ntA8. In direct loans? 

Mr. Sweeney. For loans to cover the whole country. 

Mr. Stone. This was guaranteed loans. In addition to that, we 
have had about $130 million of direct loans. 

Mr. Tuomas. If you had $1 billion available for direct loans, what 
effect would that have on the money market ? 

Mr. Stone. Your question is: What effect would that have on the 
money market? That would be pretty much a guess on our part. 


EFFECT OF VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Tuomas. What effect would it have on the money market as far 

s VA guaranteed loans are concerned ? 

Mr. Sronr. You think it would force out other money? 

Mr. Tuomas. I do not know. I am asking you. What is your 
opinion on it? 

Mr. Sronse. When direct loans were not able to meet the demand, 
Congress created V HMC P so that private lenders would provide 
money in rural areas. They did; to the tune of about $274 million, 
while they were ancl 

That saved that much money from the direct loan, or Government 
appropriation. If you put a great sum of money into the market 
for direct loans at 414 percent ‘interest, there would be undoubtedly 
a great demand in the cities and everywhere else for that money. 

Whether it would completely dry up for the prea all other lend- 
ing institutions being in the market is a question. I do not believe 
that they are going to joan at 41 percent when htey can get 5. 

Mr. Tuomas. If they get loans in, it will dry up the source of 
private loans. It has not done that in the past, has it? Has it had 
that effect? 

Mr. Srone. It forced out some private money through VHMCP. 

Mr. Toomas. What do you mean by that ? 
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Mr. Stone. Voluntary Home Mortgage Credit Program. Where 
lenders came into the market to provide money into rural areas to 
prevent direct-loan lending there, or to aid, whichever you want to 
say. It had a very fine effect. 

Mr. Tuomas. Would it not also have a good effect again ? 

Mr. Sronz. Provided there is an interest rate that is interesting 
to them. They are not going to loan money at 414 percent when 
they can get 33), or even 4) pereent from Government bonds. 

Mr. Tuomas. That is obvious. 

Mr. Stone. Neither are they going to loan when they can do a 
lot of conventional lending. Up until about a year ago VA and FHA 
did about 51 percent of the building. 

Mr. Tuomas. This is just a business proposition. They have this 
much money and they are going to rent it at the highest rate under 
the circumstances. 

Mr. Jonas. What is the current rate? 

Mr. Stone. Fifty-one percent was the total FHA and VA build- 
ing, and now it runs less than 25 percent. The rest of it is conven- 
tional. 

As we stated before to the Veterans’ Affairs Committee, com- 
mercial concerns and industry expanded their plants and their busi- 
nesses from the building angle right around 30 percent more last 
year than they ever have before. "That. is using a lot of money. 

Mr. Tuomas. I notice it is up around 5 or 10 percent above last 
year, but there are some straws 1n the wind that to me indicate some- 
thing could happen. There are two points: Machine tools orders are 
down, fabricated steel orders are down. The Wall Street Journal has 
commented on that several times here lately—in my judgment that is 
one of the finest financial publications published in the country or 
anyplace else—and those two things, of themselves, indicate that 
perhaps industry could be catching up with its heavy construction, 
and if that is true, then Mr. Sweeney prognosticates that maybe in- 
dustry has gotten its “tummy” full of expansion for a while, and maybe 
that money that has been going into heavy industry could go into 
VA and FHA housing. That is problematical, but certainly it is a 
straw in the wind. 

I was interested in Mr. Sweeney’s statement awhile ago that money 
could be available in more plentiful terms 12 months from now than 
now. I wonder what he based it on. Did you have that in mind 
when you made those statements ? 

Mr. Sweenry. Yes. I think the sloughing off on this high demand 
by industry, I think this fall, when they have capital funds to build 
up inventory, there will be a leveling off. 

Mr. Tuomas. I think Mr. Stone is eminently correct: As long as 
the banking business can go out and get a higher rate of interest ‘and 
get its money back they are just renting money. They will get the 
highest rent they can for it. You cannot blame them for it. 

They want two things: the high rent, and they want. their money 
back. If VA and FHA cannot guarantee them the high interest 

rate that they can get from private industry, they will not do busi- 
ness with them. 

If you go into a direct lending program, you will have to spend 
some big money. 
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Mr. Stone. That is right. 

I think the record of the Labor Department will show that 214 mil- 
lion veterans have bought conventional and FHA at. the same time 
5 million veterans have been going VA. 

Mr. Evins. Mr. Stone, you said that making a half billion dollars 
available would “do good,” would be beneficial, but you did not say it 
would bring the interest rate down or that it would make more com- 
mercial money available. 

Mr. Srone. I do not know. I do not think anybody could answer 
that under present day conditions. If 1 should say it would bring it 
down and industry would step out.of any expansion and money would 
become available, certainly it would be available at the lower interest 

rate, and I would be a great prognosticator. But if industry keeps 
aiinaoaee your utilities—they are eXpanding all over this country 
to keep up production of electric energy, to meet the expansion of 
industry and commerce. There is no stopping today of these com- 
mercial enterprises that are building all these local markets all over 
the country. In Ohio alone, the utilities there are going to expand 
within the next 21% years over $1 billion. 

That is a highly industrialized State—Toledo, Canton, all that 
section. It is the same all over the country. 

Mr. Evins. Making the money available would do “good,” as you 
say, as far as benefiting the veterans is concerned, but. it will not have 
any appreciable effect upon reducing the high interest rates on veterans 
home building ¢ 

Mr. Sronr. It might. I do not know. I do not think anybody 
could answer that question. 


DISCOUNT CONTROL 


Mr. Evins. Mr. Sweeney, you said earlier, referring to the recent 
housing law that you are going to “retard” or try to hold down the 
interest rate. 

What is your program or plan in that area / 

Mr. Sweenry. We are going to control the discounts that a builder 
may pay a lender, and under the terms of the provision of the law, it 
says “reasonable.” Now, that is rather perplexing to us to interpret 
as to what is reasonable. 

Mr. Tuomas. Who is going to set the market, you or FNMA? Let 
us get down to cases. 

Mr. Sweeney. We will set the market. 

Mr. Sronr. Our market. 

Mr. Evins. You said earlier you were going to attempt to set the 
market, and you were going to control the interest rate situation. We 
understand from the legislative committee that you cannot do away 
with discounts altogether. Tell us what the VA can do and proposes 
to do. 

Mr. Srone. Let us put it this way. We will tell you what we pro- 
pose to do rather than what we can do. 

Mr. Sweenry. No. 1, we will have to consider the geographical 
variation and the terms of a mortgage, downpayment, et cetera, and 
our plan is to show an effective yield of about 5 percent. 

That means you will have geographical variations of discount rang- 
ing anywhere from maybe 2 or 3 points in New England to 514 points 
on the west coast. hat is our thinking. 
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Mr. Tuomas. What would it be down in the Southwest 4 
get the high interest rates. 

Mr. Sweenry. Maybe 5 points, approximately. 

Mr. Tuomas. Go ahead. 

Mr. Sweeney. Aside from that, when we establish these floors, we 
will be above FNMA’s prices. That means we will be close to the 
FNMA prices. Also. we will not approve any of these warehousing 
arrangements or these standby arrangements. As you well know, 
most builders go in for an additional underwriting. Put up a fee and 
they have the standby’s at current quotations of 88 or 89 on the west 
coast as to maybe 92 or 93 on the east coast. 

We will foreclose the builders from obtaining standby’s. As you 
know, they use that gambling device to get out construction money and 
hope and pray when their houses are completed, mortgages packaged, 
they can sell them at a higher rate than those floors that were estab- 
lished by the standby. 

The other type of underwriting is what we call the deep-freeze 
warehousing. That is an arrangement where the mortgage brokers 
or builders themselves will arrange with some commercial bank to 
warehouse their loans and upon which they will get the advances of 
may be 90 or 92, and then hope that the market will become better. 

We have been castigated and chastised about the allowances that we 
are presumed to have, in our appraisal on the other hand we have 
been requested to make allowances, most of the complaints coming 
from builders. They have been trying to get us to adjust our ap- 
praisals to take part or all of this increment of the discount and 
allow it in the valuation. 

I am not naive enough to state that in some of our appraisals there 
is not some allowance, but we do not permit field offices to allow dis- 
counts in the valuation nor do we permit the veteran to pay it. 

We know people assert veterans pay it in the long run because how 
can builders pay 10 or 12 points discount and stay in i business. Either 
1 or 2 things happens: Either our appraisal is too high or the builder 
is fleecing the property owner. When we put in the controls it will 
have a deterrent effect. When you put on controls there are a lot of 
lenders that are allergic to buying mortgages, because in the experience 
we had back in pre-1953, when we had the abolition of discount, many 
lenders refused to participate because they were afraid that somebody 
along the line would make an error and they weal be subjected to 
certain prosecutive measures. They just st ayed out of the program. 

With these controls coming in, with partial controls, we feel a 
good many of the investors will stay out of the program. They have 
so indicated. 

Mr. Evins. That is one of your purposes, to keep a number out of 
the program and also impose controls. What effect will the $13,500 
loan limitation have on the program ? 

Mr. Sweeney. The controls will not be effected with our direct loan 
program. 

Mr. Evins. I am talking about your guaranteed loan program, the 
$13,500 maximum. Would that have any effect ? 

Mr. Sweeney. There is no loan limitation on the guaranty ae 
gram. If a lender wants to make a loan with a $7,500 guaranty, 
ahead. Where we are regulated is where there are current see 


We always 








tions for discount, in one community, 5 points, and we may have to 
determine that the yield factor would be, say, 96.5. 


AREAS ELIGIBLE FOR DIRECT LOANS 


Mr. Vursety. What is the reason, if you do discriminate against 
making loans in big cities for veterans? I am talking about making 
loans in the smaller towns. What is the reason? Why is it not open 
to everyone / 

Mr. Sweeney. Initially, when the direct loan program was put into 
effect, we had directions from the Congress that it be limited to the 
rural and semirural areas, and each year that the direct loan program 
has been extended, and money given to the VA to make direct loans, 
it always would be restricted to the rural and semirural areas. 

We had some flexibility to determine where money was not avail- 
able. During the course of the year, we had these different financial 
situations. Sometimes we were ‘lush, like 1955 and 1956, where there 
was not much. Now you havea tight money market. 

There is a lot of pressure on us to open up metropolitan areas. In 
the law, the bill passed by the House, it limits us to cities not to exceed 
30,000, and we are to stay out of the metropolitan area. 

Mr. Stone. It is by your own act, not by our regulation. 

Mr. Vursexi. I have no objection. I think there is a deeper reason 
back of it than that that the Congress had in mind. I do not know 
what it is, but I have wondered if there was a possibility that, when 
you get into these great cities, that you might have less assurance of 
the loans being paid off and things of that kind. 

Mr. Stone. No. I think we can give you very quickly a little rea- 
soning for it. The big lending institutions like to keep their loans 
confined in as small an area as they can for servicing purposes. 
They do not like to go out into rural areas, where it is more costly for 
them to service their loans, so they have stayed out of the rural areas, 
and we were not getting any of the veterans homes in the rural sec- 
tions, so that was the reason of the direct loan program. 

Then, after the direct loan program was started, somebody pre- 
vailed upon the lending institutions to get together and provide 
money for rural sections. Congress passed a law that established the 
VHMCP, which would enable certain large lenders to provide money, 
through the Government agency, in the rural sections. 

Mr. Verse. I think that is a very good answer. I thank you for 
enlightening me on that point. 


FUTURE FOR VA LOAN PROGRAMS 


Mr. Osrertac. The VA, in both direct and guaranteed loans, deals 
exclusively with veterans. You have a definite figure as to veteran 
population and the changes in veteran population. 

You know how many loans have been made, houses built, farms 
financed, and business enterprises supported. 

Without a doubt an excellent job has been done in this field of 
veteran housing, would you say it has moved in keeping with the 
times and conditions, and that there is a limitation from here on out 
as to how far you can go and how much more you can do? 



















Mr. Sronr. Yes; very definitely. We, of course, have no way of 
knowing the total number of veterans that want to buy a_ house. 
The number of applications have increased greatly recently through 
the direct loan area. 

I would say, as Mr. Sweeney said a little while ago, that probably 
214 million would be the maximum total that would ever ask for 
VA assistance to buy a home. 

Mr. OsrerraG. In other words, 214 million is your maximum poten- 
tial ? 

Mr. Srone. That is right. That is purely a guess, of course. 

Mr. Osrertrac. As we move along, that need will shrink and shrink, 
so that there should be at some time in the future, unless we broaden 
the definition of the veteran, a time when you will go out of the 
housing business. 

Mr. Stone. Of course, we are limited by law for World War T] 
now to July 1958, which we feel isample. The World War IT veteran 
has had ample opportunity to take advantage of it. 

Mr. Ostertac. How about the Korean veteran ? 

Mr. Srone. The Korean veteran has until 1965. 

Mr. Osterrac. Is it reasonable to assume that by 1965 the Veterans’ 
Administration and the Government will be out of veteran financing / 

Mr. Srone. Very definitely. We feel we should be ending eligi- 
bility of World War IT at the end of this fiscal year. We are cer- 
tainly not asking for an extension of the program. 
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AND DISCOUNT POINTS 
Mr. Jonas. How many discount points will push up the interest 
rate 1 percent 4 

Mr. Srone. Four and one-half points. Let me give you a state- 
ment on that. 

Mr. Jonas. I want that on the record. 

Mr. Strong. On a 414 percent mortgage rate, if the price is 90, over 
12 years, which is the average life of a loan, the interest return would 
be 5.84. If it went to maturity, say, 25 years, it would be 5.56. If 
the discount is 9714, and it went 12 years, the interest rate would be 
4.82—a little over 434 percent. If it went to maturity, 25 years, it 
would be 434 percent. 

Mr. Jonas. Take a 25-year loan. How many discount points will 
raise the interest rate from 414 to 514 percent ? 

Mr. Stone. About 9; over a 25-year period it would be less than 
that. 

Mr. Sweeney. Eight points. 

Mr. Jonas. What about 20 years? 

Mr. Stronr. Twenty years would be—we do not have that exact 
figure. 

Mr. Jonas. It would be less than eight ? 

Mr. Stone. Yes. 

Mr. Jonas. Six or seven points? 

Mr. Stone. Yes. . 

Mr. Jonas. For a 30-year loan, how many discount points would 
raise it 1 percent? 

Mr. Srone. Over 30 years, it would go to 5.32 at 90; 10-point dis- 
count. It would raise the rate not quite 1 percent over the whole 
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30 years. If that went just 12 years, it would go to 5 and a little 
better than three-quarters of 1 percent. It would be a pomt and a 
quarter increase. 

Mr. Osrertac. If the gentleman will yield, I want to ask, the 
longer the period of the loan, the less the discount ? 

Mr. Sronr. That is right. 

Mr. Jonas. The less the discount ? 

Mr. Stone. No: the lower the interest. 

Mr. Sweeney. The lower the yield. 

Mr. Sronr. If you buy it at 90 for 8 years, your interest over 8 
years is 6.20, 

Mr. Ostrerrac. 1 thought Mr. Jonas’ query was as to the discount 
rate. 

Mr. Sronr. He wants to know how much discount would make a 
point of interest. 

Mr. Sweeney. The faster you amortize the discount, the higher 
the yield. 

Mr. Jonas. What provision is there in the law that says that you 
cannot make a direct loan if a veteran refuses to take one of these 
voluntary home-mortgage loans that carries a heavy discount? 

Mr. Sronr. There is nothing in the law, sir. 

Mr. Jonas. I think you wrote me a letter to the effect that it was 
in the law. I have not been able to find it. 

Mr. Stone. It is not in the law. I do not believe we stated that. 
It was in the agreement made with VHIMCP where the Administrator 
was ordered by Congress to cooperate with the VHMCP program. 

Mr. Jonas. What [am trying to get at is this: How do you justify 
re fusing a direct loan to a veteran, who is otherwise in all respects 
qualified for a direct loan, simply because he refuses to take a voluntary 
home-mortgage credit loan with a 10-point discount ? 

Mr. Sronr. We do not deny him that right, sir. We demand that 
the seller pay that 2-point discount. Now, if the seller refuses to pay 
the 2-percent discount, we will not make the veteran a direct loan on 
that prope rty but he can go out and find any other property that he 
wants where the seller will pay that 2 points, then VHMCP makes the 
loan. 

Mr. Jonas. Would vou refuse to make a direct loan to a veteran 
because, although he was fully qualified in all respeets, he would not 
pay 2 10-point discount ? 

Mr. Stone. We would not permit that at all. 

Mr. Jonas. What is the policy—to refuse all? 

Mr. Sronr. Refuse all loans over 2 percent discount. You said 
a 10-point discount. 

Mr. Jonas. Please clarify the rule for the record. 

Mr. Sronr. We would make a direct loan immediately if the dis- 
count was 10 points. If it is 2 points discount, then the seller must 
absorb it. We do not allow the veteran to absorb it. If it is 2 points 
or less. then we will refuse to make the direct loan, but if it 1s 21% 
of a point discount, then we will immediately make the direct loan, 
SO if your man was offered property at a 10-percent discount, we 
would have made the direct loan immediately. 

Mr. Jonas. The break point therefore is 2 points. 

Mr. Stone. Anything over 2 points, there would be a direct loan. 
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I think there is a misunderstanding somewhere. 
a $10,500 home. 

Mr. Jonas. Two points would have involved less than a quarter of 
a ae 

Mr. Stone. That does not make any difference. It is the discount. 
If he can buy a home or has a home offered him at 2 -percent discount, 
and the seller will cut off 2 percent from the selling price, then we 
will not make a direct loan. 

Now, if the seller says, “No; my price is $10,000 and I will not take 
$200 reduction,” then we refuse to let the veteran get “hooked” $200, 
so we say, “No; he will have to find another house or another seller 
who is willing to take the 2-percent discount.” 

Now, if he is 214, 21499. 3, or 4, or 5 percent discount, then we do 
not make any bones about it. He comes right in, he gets a direct loan. 

Mr. Jonas. Under what authority do you refuse to make a direct 
loan if one is available through VHMCP at a discount of not more 
than 2 2 points ¢ 

Mr. Stone. It was an agreement that we had with VHMCP to help 
this whole program. The city veteran is being stuck—not that he is 
paying it—but the discounts in your cities have been running pretty 
high, 214, 414, up to 10, so it is not quite fair that anybody should 
have too much preference over another. As it is, the rural sections 
have a preference now over the city dweller that we cannot make a 
direct loan to. 

It was just sort of trying to even up the whole thing and promote 
outside money coming in, so that we would provide more homes for 
veterans. The veteran was not stuck. It was the seller. 

Mr. Jonas. This veteran was. 

Mr. Stoner. I think you had better look it up. Give me the name 
and I will look it up. If it is 10 points, we made a direct loan right 
away. 

Mr. Jonas. My recollection is that it was more than 2 but it may 
not have been 10. 

Mr. Srone. Anything above two, we would have made the direct 
loan, so it must have been the house was more than $10,000. That is 
why it was refused. 

Mr. Jonas. If the discount is not over 2 percent, you more or less 
force him to take it 

Mr. Stone. No,sir. We will not make the direct loan. 

Mr. Jonas. You said you would make it if it was more than 2 
points. 

Mr. Srone. That is right. 

Mr. Jonas. But if it is two and under you will not make it? 

Mr. Stone. We will not make it. 

Mr. Jonas. You force the veteran, then, to pay that 2 points. 

Mr. Stoner. No. We force him to find another house that he can 
get. without the discount. 

Mr. Jonas. You force him to go out and find a house somewhere or 
take that one; is that right? 

Mr. Stone. If he pays it undercover, of course, I presume some of 
them do, but we do not want to catch them at it. 

Mr. Jonas. I do not see how you can justify refusing to make a 
direct loan on that basis. 


It might have been 
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Mr. Stone. Frankly, you cannot justify it. That is true, but it is 
just a tool that we use to promote more homes. 

Mr. Jonas. That leads me to make this observation to Mr. Sweeney. 

You said you would have difficulty deciding what was a reasonable 
discount. Would it be fair to assume that it is reasonable, at least, to 
assume that whatever you decide you will subject yourselves to a 
lot of criticism ? 

Mr. Sweeney. That is right. 

Mr. Jonas. I do not envy the position Congress placed you in in 
that field. ; 

Mr. Sweeney. Mr. Congressman, along that line, I think your ques- 
tion is academic. We are not making referrals to VHMCP. Any 
veteran that comes in the direct loan area gets a direct loan. Any 
veteran in a direct loan area applying for a direct loan, outside of 
three offices in New York, we go ahead and make the loan. There is 
no referral to VHMCP. They participated and withdrew. 


FUTURE DEMAND FOR HOUSING 


Mr. Botanp. Mr. Sweeney, when do you think the demand for hous- 
ing generally will be satisfied, whether it is a veteran or someone who 
is not a veteran ? 

Mr. Stone. Never. 

Mr. Botanp. I know, as the country increases and grows in popu- 
lation, the demand is there, but will you have demand for a million 
starts every year? Is there not a saturation point? Can we con- 
tinue in this economy of ours to start a million starts every single 
year? Ts there not some point when we might reach the point where 
the demand for housing will be satisfied ? 

Mr. Sweeney. There will alw ays be a demand for housing. What 
has happened, we are not satisfying the housing needs, for, we will 
say, the lower of the middle-income group. You have the minority 
problem. There is a great demand for minority housing. 

On the other hand, you have your urban redevelopment and con- 
demnation. We have in many areas of the country a lot of houses that 
should be condemned and taken away, but with the new condemnation 
for road building—in fact, up in New Jer sey we have cases now where 
houses are only 2 or 3 years old. They are planning to take them out 
by groups of 300 and 350. 

I do not like to use the word “family formation,” but that is the 
criteria used, and with the rapidity with which we are growing, we 
meet normal needs. You could build between 900,000 and a million 
units, 

Mr. Botanp. Every year? 

Mr. Sweeney. Yes, sir. 

Mr. Botanp. For how long? 

Mr. Sweeney. Indefinitely, because you have these obsolete prop- 
erties that are going off the market; you have the rapidity with which 
our population is growing. I would say that there would come a time 

when we will level off, but I would think in the next 5 or 6 years that 


you could build a million or a million and a quarter without upsetting 
our economy. 
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Now, then, depending on what transpires when the youngsters, the 
war babies, get married in 1965, or 1966 or 1967, if we follow the same 
trend we have had in the last 10 years, maybe we will go up to 2 mil- 
lion. Idonot know. We have a lot of factors. 

We have a little leveling off here. I do not think we are overboard 
on our housing inventory, but we do know that there are a lot of 
unsatisfied people that would love to get out and own their own little 
home. I saw the lower half of the middle income eroup. We used to 
translate that into terms of $2,000 or $2,500 pay in the pocket. I thmk 
it is now $3,500 or $4,000 in the middle income group. 

You still have a relatively high demand for that type of housing. 

Mr. Evins. You made an observation that the rural veterans are in 
a much more favorable situation. I think money should be made 
available in the metropolitan areas, but I think the record should also 
be made clear that prior to the enactment of this law, which made 
money available in the rural areas, the veterans in the metropolitan 
areas were receiving by far the advantage, and received almost all 
the loan commitments. 

Mr. Sweeney. He was getting his demand satisfied. 

Mr. Evins. He had by far the most favorable situation. 

Mr. Botanp. And the rural veteran could not have it satisfied with- 
out the direct- loan program. 

Mr. Stoner. That is right. We might add that 85 percen. of the 
counties in the United States are in direct-loan areas now. 

Mr. Bouanp. Eighty-five pee ent of the counties ? 

Mr. Stone. That is right; 85 percent of the counties of the Nation. 

Mr. Sweeney. Are direct-loan areas 

Mr. Botanp. You could use billions in the direct-loan program. 

Mr. Tuomas. Populationwise, would it be 25 percent ? 

Mr. Stone. Yes; it would be 50 percent. 

Mr. Evins. Dollarwise, it will be much less. That is what counts 
in the housmg market. 

Mr. Botanp. As the chairman suggested, if we did put the VA direct 
loan ona larger basis than it is now, this might possibly open up funds 
from private lenders; is that so? 

Mr. Strong. That is questionable, under present-day circumstances. 

Mr. Evrys. Have you supplied for the record the breakdown of 
money made available through loan or commitments in the metro- 
politan areas as against the rural area veterans? 

Mr. Sroxr. For guaranteed loans ? 

Mr. Evrys. Either or both; just the amount of money in dollars 
that has gone into metropolitan areas as against rural areas. 

Mr. Sweeney. I might give vou a figure and we will insert this in 
the record : That as of December 1956, our last breakdown, 24.4 percent 
of the veteran population had received a guaranteed home loan, 
whereas, only four-tenths of 1 percent recetv ed direct loans. 

Mr. Evins. That is the percentage of veterans population that re- 
ceived loans. I am talking about the amount of money in the metro- 
politan areas as against the rural areas. 

Will you supply that ? 

Mr. Sweeney. The breakdown? 

Mr. Evrns. Yes. 

Mr. Sweeney. I will give you the direct loans and guaranteed loans 
in the rural sreas and guaranteed loans in the metropolitan areas. 
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Mr. Evins. Give us the dollar value that has gone into the metro- 
politan area as against the rural areas. 
(The table follows :) 








Veleran participation in VA-qguaranteed and direct loan programs, cumulative 
through December 1956 

















Number Estimated Loans made 
of loans Amount of number of as percent 
guaranteed joans eligible of veteran 
veterans population 


Areas not eligible for direct loans__- 4, 290, 200 $35, 750, 000, 000 14, 000, 000 | 30. 6 
Areas eligible for direct loans, guaranteed 
and direet loans 854, 890 4, 569, 600, 000 | 5, 450, 000 15.7 














Guaranteed loans : | 771, 600 3, 970, 000, 000 
Direct loans 83, 290 599, 600, 000 





| 


guaranteed loans were made in near-metropolitan areas subsequently designated as direct- 
















1 Majority of 
loan areas. 


Mr. Jonas. You have said, Mr. Stone or Mr. Sweeney, that a few 
years ago VA and FHA loans accounted for 51 percent of the total 
homes being built. During the last year, that percentage is down to 25, 
approximately. 

Mr. Stoner. Approximately. 

Mr. Jonas. Does that indicate that, as the Government gets out of 
the business of guaranteeing or making direct loans for one reason or 
another, that more and more people will turn to private financing? 

Mr. Sronr. It is possibly true, the lenders can get a higher interest 
rate, and they are not controlled by congressional act in the interest 
rate. The interest rate for the conventionals is 51%, 6, 6144. I have 
heard of some at 7, and that is without discount. So they can get a 
higher return on their money. It requires a much higher downpay- 
ment. 

Mr. Jonas. I understand that. Does that indicate that more and 
more people will turn to private financing for their home-building 
needs, as the Government gets out of the business of guaranteeing and 
making direct loans? 

Mr. Stone. I would hope so. 

Mr. Sweeney. Mr. Congressman, I think we will have to make the 
proper comparison. When we refer to the percentage of participation 
in both the FHA and VA, in 1955 they participated in 50 percent of 
the housing starts, when they were at 1,309,000. Now the Government 
agencies are participating, both FILA and VA, in 28 percent as of this 
current year. 

Housing starts are now down to about 950,000. You have had : 
dropoff of 350,000 housing starts. The Government support is hone 

Now, on the conventional finane ing, there is about the relatively same 
proportion, but the conventionals are falling off, too. There is « 
slight decline by virtue of the fact that you are not building as many 
new housing units as you did back in other years. 

FHA and VA did support quite a few of the housing starts, but 
the conventional financing is diminishing, too. 

Mr. Jonas. But it is not diminishing percentagewise ? 

Mr. Sweeney. No, sir. 

Mr. Jonas. It is increasing, percentagewise ? 

Mr. Sweeney. In relation to the total units; yes, sir. 
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FUTURE ROLE OF VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Tuomas. One further question: You made a statement a while 
ago to the effect that the voluntary home mortgage credit program is 
out of business as far as VA is concerned, 

Mr. Sweenry. Yes, sir. 

Mr. Stone. Practically so. 

Mr. Tuomas. If you were to go into the direct loan business, do you 
think that would increase their interest? Would they come back into 
the market ? 

Mr. Sweeney. Not at 414 percent. That is why they are with- 
drawing. 

Mr. Tuomas. Whether they come back into the market depends on 
the interest rate and nothing else? 

Mr. Sweeney. And yield. 

Mr. Tromas. They were to terminate as a matter of operation of 
law about 30 or 40 days ago. Do you see any need of reviving them? 

Mr. Sweeney. The Housing Act gave it a 2-year extension. 

Mr. Tuomas. I mean financially. They want a half million dollars 
to go back in business. Are they worth the money ? 

Mr. Sronr. Provided they provide money for GI-mortgage loans. 

Mr. Tuomas. You are on the blacklist with them. They will not 
provide you a nickel. 

Gentlemen, it was nice to see you all again. 


STATEMENT OF JOHN T. KOEHLER REGARDING SOLDIERS AND SAILORS’ CIVIL 
RELIEF FUND 


The Committee is in receipt of a letter from the firm of Butler, 
Koehler and Tausig, regarding the soldiers and sailors’ civil relief 
fund, which will be made a part of the record at this point: 

(The letter referred to follows :) 


WASHINGTON, D. C., August 2, 1957. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: Reference is made to proposed legislation, set forth in 
House Document No. 213, which would provide for a supplemental appropriation 
of $1,300,000 for the soldiers and sailors’ civil relief fund and authorize the 
Veterans’ Administration to use the fund, as supplemented, to make refunds, 
without interest, which are due on account of amounts collected by the United 
States Government by offset or otherwise from persons who made valid applica- 
tion for and were legally entitled to the protection of article IV of the Soldiers 
and Sailors’ Relief Act of 1940, as it existed prior to the amendments of October 6, 
1942. 

We requested an opportunity to appear before your subcommittee for the pur- 
pose of testifying with respect to this proposed legislation, but, understandably 
enough, in view of the pressure of time, were requested to submit instead a 
written statement for the consideration of the subcommittee. 

Our interest in the proposed legislation arises out of the fact that in con- 
nection with the law firms of White, Harber, & Schei, Sacramento, Calif., and 
Tonnele & Bedford, New York, N. Y., we have been engaged in litigation known 
as United States v. Plesha (25 U. 8S. Law Week 4088), decided by the United 
States Supreme Court on January 14, 1957; Hormel v. United States (United 
States District Court for the Southern District of New York, 132 F. Supp. 806) ; 
and Emmet et al. v. Higley; Administrator of Veterans’ Affairs et al., Civil Action 
No. 5658-55, United States District Court for the District of Columbia, which 
resulted in the request of the Veterans’ Administration for the aforementioned 
legislation. 
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The facts which gave rise to the Plesha case and the Supreme Court’s decision 
therein are as follows: Article IV of the Soldiers’ and Sailors’ Civil Relief Act 
of 1940 (54 Stat., 1183, 50 U. S. C. App. (1940 ed.) (see. 540) provided a plan 
under which men inducted into the armed services would continue to receive 
the protection of previously purchased commercial life insurance while in the 
service without paying premiums. Insurance companies were required to keep 
the policies of servicemen who elected to come under the act in effect until 
after their military service ended even though these men made no further 
premium payments. The Government assured the insurance companies that 
the premiums would eventually be paid by giving its promissory certificates to 
the companies. Plesha and the interveners in his case had purchased commer- 
cial life insurance prior to the time they entered the military service and they 
invoked the benefits of the act. They made no further payments of premiums 
but their policies were kept in effect by Government certificates. After leaving 
the military service, they were notified by the Veterans’ Administration that 
unless they paid back premiums with interest their policies :.would lapse. 
They allowed the policies to lapse and the Government paid the insurance com- 
panies the back premiums after first deducting the cash surrender value of the 
policies. Thereafter, the Government took the position that it had the legal 
right to be reimbursed for these payments and it attempted to offset the amount 
it had paid on their commercial insurance, by withholding from them dividends 
declared on their national service life insurance policies. Plesha and the 
interveners in his case sought to recover the national service life insurance 
dividends withheld from them. The United States Supreme Court held that 
they were entitled to recover the dividends, because they had no statutory 
or contractual obligation to the Government to repay the premiums on their 
lapsed commercial life insurance. 

The facts in the Hormel case are on all fours with the facts in the Plesha 
ease. Prior to the Supreme Court’s decision in the Plesha case, the United 
States District Court for the Southern District of New York rendered judgment 
in favor of Hormel and the interveners in that suit against the United States 
for the national service life insurance dividends that had been withheld from 
them, for the same reason that the dividends had been withheld from Plesha. 
By stipulation, the Government’s appeal from the Hormel judgment was 
suspended, pending the decision of the Supreme Court in the Plesha case. 

The plaintiffs and interveners in the Plesha and Hormel litigation are also 
interveners in the Emmet case. The facts in the Emmet case are on all fours 
with the facts in the Plesha and Hormel cases with the exception that the 
Emmet case is a class action on behalf of the plaintiff and all other similarly 
Situated veterans against the Administrator of Veterans’ Affairs and other 
officers of the Government, seeking a mandatory injunction directing the de- 
fendants to pay the national service life insurance dividends and disability 
compensation, which were withheld from them, for the same reason the divi- 
dends were withheld from Plesha and Hormel. Although the Plesha decision, 
as a consequence of stare decisis, established the right of all other similarly 
situated veterans to recover the dividends and disability compensation with- 
held from them, that right would have been forever barred by the applicable 
6-year statute of limitations to approximately 6,000 veterans who were not 
parties to the Plesha and Hormel litigation, if the Emmet case had not been 
commenced on their behalf on December 30, 1955. 

In the Emmet case there is now pending before the district court a motion 
for summary judgment in the form of a mandatory injunction directing the 
defendants to make payment to the plaintiff, interveners and al! other similarly 
situated veterans of the amounts due them as alleged in the complaint and 
petitions in intervention, together with interest thereon at 6 percent per annum 
from the dates defendants illegally withheld said amounts from them; and 
there is also pending before the court a motion for a determination of the 
amount of taxable costs, litigation expenses and attorneys’ fees to be paid, 
prior to distribution, from the aforementioned dividends and disability com- 
pensation to be received by all. veterans who are represented in the class action. 
These motions are scheduled for hearing by the district court on August 28, 
1957. A copy of the motion and a copy of the memorandum of points and 
authorities filed in support thereof are enclosed herewith. It is our belief that 
the memorandum clearly establishes the right of the plaintiff and interveners 
and all other similarly situated veterans to the judgment they seek, including 
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interest, and also clearly establishes the authority of the district court to 
determine the amount of taxable costs, litigation expenses and attorneys’ fees 
that are to be paid, prior to distribution, from the dividends and disability com- 
pensation to be received by all the veterans represented in the Class action. 

You will note that the preposed legislation would authorize the Veterans’ 
Administration to make refund of amounts illegally withheid by the Govern- 
ment, without interest, which in our view of the matter, deprives the veterans 
of a relatively important right. On this point it is interesting to note that a 
ruling of the Comptroller General on this matter (B—10126, dated June 24, 1957) 
shows that the amounts iNlegally withheld by the Government were, pursuant 
to acts of Congress removed from the soldiers’ and sailors’ civil relief fund 
and carried to the surplus fund of the Treasury and thus made available for the 
general purposes of the Government. 

The Government is represented in the Hmmet case by the United States attorney 
for the District of Columbia, and we, as counsel for the plaintiff, Emmett, the 
interveners and all other similarly situated veterans, have conferred with offi- 
cials of his office and officials of the Veterans’ Administration. As a result of 
our conferences, it was and is our understanding that even if funds are made 
available to the Veterans’ Administration through supplemental appropriation, 
for the purpose of refunding the amounts illegally withheld from the veterans, 
no attempt would be made by the Government to make such refunds until the 
issues involved in the HBmmet case have been finally resolved. 

For the foregoing reasons, we believe that it is unwise and unnecessary to 
include a supplemental appropriation of $1,300,000 for soldiers’ and sailors’ civil 
relief fund in the proposed legisl]ation before your subcommittee. That is, we 
believe that the proper method of securing payment for the veterans involved 
is through the medium of a judgment in the Emmet case and a deficiency 
appropriation to pay that judgment. Moreover, we believe that that procedure 
will afford the veterans more adequate relief than the proposed legislation now 
before your subcommittee. 

Our only purpose in bringing these matters to your attention is that your 
subcommittee may have them before it in its consideration of the wisdom and 
necessity of including the aforementioned supplemental appropriation in the 
proposed legislation. Should you decide that it is necessary to do so, despite our 
conviction that a judgment in the Emmet case will provide more adequate and 
appropriate relief to the veterans involved, we suggest that the following language 
be added to the end of that part of the proposed legislation involving the afore- 
mentioned supplemental appropriation of $1,300,000: “Provided further, That 
payment of such refunds shall be without prejudice to the payees’ rights to receive 
the amount of interest, if any, finally determined to be due thereon to said payees 
in Emmet et al. vy. Higley, Administrator of Veterans’ Affairs et al. (Civil Action 
No. 5658-55, United States District Court for the District of Columbia): Pro- 
vided further, That prior to making such refunds, the Veterans’ Administration 
shall deduct therefrom the taxable costs, litigation expenses, and attorneys’ fees, 
if any, finally determined to be payable therefrom in the aforementioned civil 
action, and shall pay over said amounts to the persons therein found to be entitled 
thereto.” 

In this connection, we wish to advise you that Messrs. White, Harber & Schei 
and Messrs. Tonnele & Bedford have received very nominal fees to date for the 
time that they have devoted to this litigation and we have received no fees 
whatsoever for our work and will receive none except such as the court may 
decree in the Dmmet case. As shown in the enclosed memorandum of points and 
authorities, the authority of the district court, as a court of equity, to award 
taxable costs, litigation expenses, and attorneys’ fees, is based upon the rule that 
where attorneys recover a fund for the benefit of their clients and others, those 
benefited thereby become obligated to pay the cost of the recovery and preserva- 
tion of the fund, including reasonable attorneys’ fees. 

Respectfully submitted. 

Butter, Koenrer & TAvusic, 
By Joun T. KorHenr. 
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Wepnnespay, JuLy 351, 1957. 
HOUSING AND HOME FINANCE AGENCY 
WITNESSES 


ALBERT M. COLE, ADMINISTRATOR AND CHAIRMAN OF THE NA- 

TIONAL COMMITTEE 
FRED B. MORRISON, EXECUTIVE SECRETARY TO THE NATIONAL 

COMMITTEE 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

Mr. Thomas. We have with us this afternoon our friends from the 
ent ig and Home Finance Ageney. 

it is a privilege to have with us our distinguished friend and for- 
mer colleague, Albert M. Cole, Administrator and Chairman of the 
National Committee; Mr. Morrison, Executive Secretary of the Na- 
tional Committee; and Mr. Frantz, Agency Budget Officer. 

Mr. Administrator, do you have a statement for us here ? 

Mr. Coin. Yes, sir. 

Mr. ‘Tomas. We want to talk to you about two items, first. We 
want to talk about the $ 500,000 for the voluntary home mortgage 
credit, program which has been given a new lease on life by the hous- 
ing bill of 1957 passed late last fiscal year, and for which we did not 
have a budget estimate in our early hearings. 

We also want you fo bring us up to date on the general housing 
picture as you see it, the number of units under present conditions 
which will be construc ted during the calendar year, the number of 
now starts, what the prospects are for increase in mortgage funds, and 
generally tell us, if you are able to speak to the point, what the pic- 
ture is with reference to down payments in the new legislation. 

Address your self to whichever item you want to talk about first. 


Votunrary Home Morreace Creprr Program 


Mr. Core. I think I will speak to the item of $500,000 first, Mr. 
Chairman, if you please. 

Mr. Tiroxras. This item is in House Document No. 213 and before 
we have that statement I wish you would insert in the record at this 
point pages 2, 3, and 4 of the justifications. 

(The pages referred to follow :) 
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VotuntTary Home MortGaGce CrepIt PrRoGRAM 


Program highlights 








Actual, Actual, Estimate, 
1956 1957 1958 

Applications__-..-- .- .-- Fn pence al a tap cnt a 35, 216 41, 606 38, 000 
hs bth de Aen cans) tikieh ab dccnainsioauemdaciandnib eee 63, 122 53, 794 57, 608 
Loans placed: 

TUN oases caw Se chen as deh ide wkd dcdenidle coe Janet 14, 208 12, 978 11, 400 

Amount (millions) -.--_-- sin ce can Dipl se cl iam to Aa aD $127 $127 $114 
Administrative expenses: 

Man-years.. aictwws diana 8 ee LE eas 5 69.9 71.0 70.0 

Amount__-_-.-- : sein ai tecnica aebiaiatiiataads ak es a $474, 595 $487, 287 $500, 000 





INTRODUCTION 


Title VI of the Housing Act of 1954 provides for the voluntary home mort- 
gage credit program. The purpose of this organization is to facilitate the flow 
of private funds for FHA-insured and VA-guaranteed home mortgage loans into 
remote areas and small communities where there is an absence of local financing 
facilities. The program is also designed to operate in any area to facilitate the 
financing of housing available for occupancy by members of minority groups. 

The voluntary home mortgage credit program was proposed to the Congress 
by private organizations active in the home financing and home construction 
fields. Under the act, the Government provides staff assistance, office space, 
and related facilities. Private industry provides, on a voluntary basis, the 
membership of the national and regional committees through which the program 
operates and formulates its policies. 

All loans made under the program are made by private lenders with their own 
investment funds, and all expenses incident to the usual processing, as dis- 
tinguished from the VHMCP referral process, are borne by the leader. 


ORGANIZATION 


The program is operated by a national committee, with the Housing and Home 
Finance Administrator as Chairman, and 15 regional committees. The mem- 
bership of these groups is representative of the principal segments of the hous- 
ing and home financing industry, and committee members serve on a voluntary 
basis. Each regional committee acts as a clearinghouse, assisting applicants 
by placing insured and guaranteed loans with private financing institutions par- 
ticipating in the program. 

In addition to the industry membership on the national and regional commit- 
tees, the statute provides for a number of advisory, nonvoting members from 
the Federal Home Loan Bank Board, the Federal Housing Administration, 
the Veterans‘ Administration and the Board of Governors of the Federal Reserve 
System. 


AREAS OF OPERATION 


The National Committee has established that most VA direct loan areas, 
plus a number of additional cities and towns of less than 25,000 population in 
1950, are eligibie for assistance. The program does not assist in making mort- 
gage credit available in areas experiencing only a temporary shortage of funds. 
Since mortgage credit appears to be inadequate from normal sources for mem- 
bers of minority groups throughout the country, there are no area restrictions 
for minorities. 

NATIONAL COMMITTEE FUNCTIONS 


The National Committee supervises and sets policies for the operation of the 
entire program. It is required to study and review demand and supply of funds 
for residential mortgage loans in all parts of the country and to correlate the 





activities of the regional committees. The Chairman of the National Com- 
mittee is required by April of each year to make a full report to Congress sum- 
marizing the operation of the program. 


REGIONAL COMMITTEE OPERATIONS 


The staff of each regional committee maintains a rotating referral procedure 
by which loan applications are referred to participating lending institutions. 
The staff also provides data for the statistical records of program operation. 

An individual or builder eligible for the program’s assistance who is seek- 
ing FHA-insured or VA-guaranteed mortgage financing for the purchase or 
construction of a home or group of homes may submit an application for assist- 
ance to a regional committee. The application must be accompanied by a cer- 
tification that the applicant has been refused the type of loan requested by 
two local or reasonably accessible private lending institutions. The regional 
committee refers the application to lenders who are participating in the pro- 
gram. The referral process is repeated until the loan has been committed for by 
a lender or until it becomes clear that the loan cannot be placed. All partici- 
pating lenders apply their own lending standards. The regional executive sec- 
retaries are authorized to screen incoming applications and reject those cases 
which obviously do not meet the minimum requirements of participating pri- 
vate lenders. 


RECORD OF OPERATIONS 


The VHMCP has been operating for more than 2 years. During that time 
the internal operations and procedures of the program have been established 
on an efficient and realistic basis. Through May 1957, the program has re- 
ceived 84,407 applications for mortgage assistance, of which 2,046 were in 
process. On that same date 29,735 loans for an aggregate of $270,195,467 had 
been placed. The detail of this record, showing number and dollar volume by 


type of applicant assisted and average mortgage amounts as of May 1957, is 
shown in the following table: 


Loans placed 
Type of applicant 











Number Amount Average 
SN iceiitncn ah ane nehs tenant pe noe came 26,087 | $232,906, 471 $8, 928 
ee OPS RY BIER SE 27 308, 421 11, 423 
DeWeese a ee re a 3,621 | — 36,980, 575 10, 213 

nan aacecersteb <9 catenin haibeeemern aie toad 29,735 | 270, 195, 467 9, 087 





There is evidence that the VHMCP is contributing to a significant change in 
the lending patterns of some of the Nation’s prime mortgage lenders. Private 
lenders processing VHMCP cases in areas never before serviced by them have 
found it worthwhile to originate other loans in their normal business fashion. 
A survey of 16 representative life insurance companies participating in the 
program showed that their commitments of $69 million through the VHMCP 
were matched by $68 million of GI and FHA loans in areas eligible for assist- 
ance under the VHMCP. Another example is that of a Minnesota mortgage 
banking company, which made $500,000 of insured and guaranteed loans outside 
VHMCP in areas approved by the lenders it represents because of VHMCP ac- 
tivity in these same areas. A group of New England mutual savings banks made 
loans in areas of Texas and Mississippi for the first time because of their 
participation in VHMCP. 

The beneficial effects of this development on the mortgage market are signifi- 
cant. Not only does it suggest that the achievements of VHMCP go beyond its 
statistical record of loan placements, but it also indicates that the program is 
having a strong influence in meeting one of the real problems of present-day 
home mortgage financing; i. e., how to bring mortgage funds and financing 
facilities into small communities and remote areas. 
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The 26,087 loans placed for individual applicants through May 1957 represent 
a placement ratio of almost 42 percent of applications completely processed. 
This is considered to be a very high ratio of placement in view of the marginal 
quality of many of the applications received. 


Mr. Tuomas. You have a fine statement there. 


GENERAL STATEMENT 


Mr. Core. IL will insert this statement in the record, Mr. Chairman. 
(Statement referred to follows:) 


STATEMENT OF THE HOUSING AND HOME FINANCE ADMINISTRATOR BEFORE THE 
INDEPENDEN’Y Orerices SUBCOMMITTEE, HOUSE APPROPRIATIONS COMMITTEE 


Mr. Chairman and members of the committee, as the committee will recall, 
our regular budget for fiscal year 1958 on which Congress recently acted included 
no estimate for the Voluntary Home Mortgage Credit Program, because of the 
fact that its original legislative authorization expired on June 30, 1957. The 
Housing Act of 1957 extended the Voluntary Home Mortgage Credit Program to 
July 31, 1959. Accordingly, there has been submitted for your consideration a 
supplemental appropriation request of $500,000 which would provide funds for 
the operation of this program during the current fiscal year. 

The Voluntary Home Mortgage Credit Program was established in 1954 under 
legislation sponsored by private industry. They believed that private financing 
institutions could meet the mortgage needs of small communities and minority 
groups and; thereby reduce the need for direct lending by the Federal Govern- 
ment. Under the enabling legislation, the Government provides staff assistance, 
office space, and related facilities. All loans made under the program are made 
by private lenders with their own investment funds, and all expenses incident 
to the usual processing of mortgage loans—as distinguished from the VHMCP 
referral process—are borne by the lender. Private industry also contributes 
by providing 212 representatives of each of the five principal types of mortgage 
lending institutions, the real-estate brokers, the home builders, and the retail 
lumber dealers, who serve without compensation and provide the leadership 
which has so successfully marshaled private funds for this long-neglected job. 

In 28 months of operation, through June 30 of this year, 29,000 individuals, 
unable to obtain FHA or VA financing from local sources, have borrowed nearly 
$270 million from private lenders participating in the VHMCP. But the sta- 
tistical success of the program is only part of the story. The most important 
accomplishment of the VHMCP is the change produced in the normal mortgage- 
lending activities of the Nation’s financial institutions. Areas served by pri- 
vate lenders for the first time through VHMCP are often served thereafter as a 
part. of the lender’s normal business. In this fashion, areas in the United 
States which have for years been starved for mortgage financing on liberal terms 
have found their needs served for the first time. 

The VHMCP, like the private investment market it reflects, cannot be expected 
to provide much VA-guaranteed money, so long as the 414-percent rate on these 
mortgages is retained. At that level VA mortgages are not competitive with 
other forms of investment, and the $5.8 billion volume of VA-guaranteed loans 
made during 1956 can be expected to fade to a relatively insignificant volume 
this year. The FHA rate of 5 percent is. certainly more attractive, and a sig- 
nificant shift to this type of financing on the part of builders and individual 
purchasers has been underway for that reason. VHMCP ean play an itapor- 
tant part in this movement and can guarantee that small communities and 
minority groups will get a reasonable share of available funds. Without 
VHMCP the natural tendency of private lenders will be to put their limited 
funds in the heavily populated metropolitan areas where it is cheaper and easier 
to do business. 





741 


The estimate of $500,000 would provide for continuation of the program at 
the same level of operations as in fiscal year 1957, except for the added cost of 
civil service retirement payments. 


SUPPLEMENTAL APPROPRIATION REQUESTED 


Mr. Tnomas. You seek $500,000 to carry the Federal National Mort- 
gage Association through the fiscal year. This was not taken up in 
the regular hearing because you did not have a budget estimate at that 
time. 

This year you want 70 man-years against 71 for 1957 and about 69.9 
for 1956. That is about 77 or 78 employees. 

You actually placed in 1956 14,208 mortgages. It fell off in 1957 
to 12,978. You estimate 11,400 for 1958. : 

What is the actual number of approvals for the first 6 months of 
fiscal 1957? Is this a final picture for 1957, or is it an estimated 
figure ? 

Mr. Morrison, That is final figure for 1957, sir. I refer now to 
fiscal 1957. 

Mr. Tuomas. 12,978 for the year ended June 30? 

Mr. Morrison. Yes, sir. 


VOLUME ANTICIPATED DURING FISCAL YEAR 1958 


Mr. Tomas. What did the first month look like im 1958 ? 

Mr. Morrison. We do not have the complete figures for July as yet. 
We have figures only for the first 15 days. 

Mr. Tromas. Is your estimate of 11,400 good? How does it check 
out ¢ 

Mr. Morrison. It checks out all right. The estimate of 11,400 as- 
sumes there will be a shift into the FHA field, something which is 
going on right now. 

Mr. Tomas. In other words, you figure the last half of fiscal 1958 
will show an increase in FHA business? 

Mr. Morrison. Yes, sir; I do. 

Mr. Tuosas. I understand this group has put the veterans more 
or less out of bounds lately and you are not doing any business with 
them lately at all. 

Mr. Core. I do not think this group is putting the veterans out of 
bounds. Our judgment is that the rate of interest at which veterans’ 
loans are permitted makes it too difficult. 

Mr. Tuomas. The point is that you are not doing business with the 
veterans. 

Mr. Core. Right. That is very true. I didn’t understand your 
question. 

Mr. Txomas. Read your figures for the last half of 1957 on 
approvals. 

My guess is that they have fallen off tremendously; is that right? 









742 



















Mr. Morrison. Yes, sir. 

Mr. Tuomas. Can you read them into the record, last 6 months 
of 1957? 

Mr. Morrison. Yes, sir. 

Starting in January, 1,040 loans. February 827 loans; March 
1,041 loans; April 960 loans; May 877 loans; June 510 loans. 

Mr. Tuomas. It should be your best month; should it not? Cer- 
tainly it should be one of the better months. 

Unless there is an upturn this figure of 11,400 more properly 
would be around 8,500; would it not? 
Mr. Corr. Unless there is an upturn. 
Would you disagree with that? 
Mr. Morrtson. No; I would not. 


VOLUME OF VA GUARANTEED LENDING 











Mr. Chairman, if I might, this is predicated, as I said, on the shift 
which is going on now. The 414-percent rate of interest means that 
the private lenders of this country will not make VA guaranteed 
loans in substantial amounts. 

There was nearly $8 billion worth of guaranteed loans made in 
the last calendar year of 1956. It will be nowhere near that figure 
in this calendar year. 

There are still going to be—— 

Mr. Tuomas. How do you break down that figure of $8 billion? 
Who made them, which agencies? 

Mr. Morrison. Life insurance companies, mutual _ savings 
banks—— 
wg Tuomas. No, I mean the two governmental sources, FHA and 

Mr. Morrison. I speak only of VA loans now. 

Mr. Tuomas. There were not $8 billion. They were $5.6 billion. 

Mr. Morrison. Of guaranties? We checked the figures this morn- 
ing and we had a higher figure. 

Mr. Tuomas. I could be wrong. What does the record show? 

Mr. Morrison. We called the VA this morning and their figure 
was 5.8 billion of guaranteed loans. 

Mr. Tuomas. Well, I was not far off. 

Mr. Morrison. We think these people still will want houses and 
they will not be able to solve their problem in the VA. 

Mr. Yates. What people are you talking about ? 

Mr. Morrison. People who want to buy homes, purchasers of 
homes. I do not mean the. same ones who bought last year, but a 
volume of business equivalent to that. 

Mr. Yates. Why don’t they go to the FHA rather than you? 

Mr. Morrison. They will, but they have to come to us first. We 
operate in small areas and with minority groups. 

Mr. Tuomas. This is the voluntary home credit crowd and they 
hustle the money. FHA guarantees the money. 5 

Mr. Morrison. FHA makes no loans themselves and somebody has 
to make the loan for a person who wants an FHA loan. — 
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REGIONAL OFFICE FOR VHMCP 


Mr. Tuomas. Tell us in your own words what is your jurisdiction, 
and the number of offices that carry out that jurisdiction. 


What is your breakdown of personnel between the field offices and 
your Washington offices ? 

Mr. Morrison. We have 15 regional offices and a national office. 
They are located in principal cities throughout the United States 
serving areas comprising 2 2 to 4 States. 

The offices range in size from 2 people in the regional office in our 
smallest offices to 5 people in the larger ones. 

Mr. THomas. How many do you have in the District of C olumbia 


[ recalled you had too many chiefs and not enough Indians in the 
field. 

Mr. Morrison. We have 5 people. 

Mr. Corr. You mean the central office ? 

Mr. Morrtson. In my office we have 6 people. 

Mr. Tuomas. How many in your central office ? 

Mr. Morrison. Six, sir. 

Would a list of these offices help ? 

Mr. Tuomas. It will be helpful. 

(The list referred to follows :) 


VHMC PERSONNEL 


National office : GS-15, GS-9, GS-9, GS-7, GS-6, GS-3; total, 6 

Region I (Boston, Mass.) : GS-13, GS-5; total, 2 

Region II (New York) : GS-13, GS-5; total, 2 

Region IV (Washington, D. C.) : GS-13, GS-12, GS-5, GS-5, GS-3, GS-3: total, 6 

Region V (Charlotte, N. C.) : GS-13, GS-12, GS-5, GS-4, GS-3; total, 5 

Region VI (Atlanta, Ga.) : GS-11, GS-5, GS-4, GS-4; total, 4 

Region VII (Nashville, Tenn.) : GS-18, GS-5, GS-4; total, 3 

Region VIII (Cleveland, Ohio) : GS-13, GS—5, GS-5, GS-4; total, 4 

Region IX (Chicago, Ill.) : GS—18, GS-7, GS-3, GS-3 (temporary employee) ; 
total, 4 

Region X (Minneapolis, Minn.) : GS-13, GS-5, GS-5; total, 3 

Region XI (Kansas City, Mo.) : GS-13, GS-6, GS—4, GS-4; total, 4 

Negion XII (New Orleans, La.) : GS—13, GS-7, GS-5, ee total, 4 

Region XIII (Dallas, Tex.) : os - , _ 5, GS-4; total, 3 

Region XIV (Salt Lake City) : 13, GS-7, GS-5 ; total, 3 ‘ 

Region XV (Portland, Oreg.) : <a 13, GS-11, GS-5 5, GS-3; total, 4 

Region XVI (San Francisco) : GS-13, GS-7, GS-4; total, 3 
Total, 60. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Insert page 7 and follow it with the breakdown on 
page 8 also, Mr. Reporter. 
(The pages referred to follow :) 


ADMINISTRATIVE EXPENSES 


The estimate of administrative expenses in 1958 for the Voluntary Home Mort- 
gage Credit Program continues the level of expenses incurred in 1957, after ad- 
justment for the cost of retirement contributions. The estimate including re- 
tirement cost is $500,000. 

Under title VI of the Housing Act of 1954, the Housing and Home Finance 
Administrator is authorized and directed to provide the national and regional 
committees with suitable office space and meeting places and to furnish such 
staff assistance as may be reasonably necessary to the conduct and success of 
the program. 
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The national committee staff is headed by an executive secretary and a total 
of five professional and clerical assistants. The staff of each of the 15 regional 
committees is under the direction of an executive secretary, and includes cleri- 
cal personnel and (in the larger offices) a deputy executive secretary or program 
assistant. 

The following table shows the location of the 15 regional committee offices 
and the current staff of each: 


een, Bibs ss et 
New York, N. Y 

Washington, D. C 

Charlotte, N. C 

Nashville, Tenn 

Atlanta, 

Cleveland, Ohio 

Minneapolis, Minn 

Chicago, Il 


In addition to the operating staff provided from Federal funds, the program 
receives policy guidance, direction, and support from the 212 industry represen- 
tatives serving on the national and regional committees. These individuals, 
nominated by their trade associations, serve without any compensation and are 
responsible for the operation of the program in their areas. The leadership 
provided by these mortgage and housing industry representatives is the key to 
acceptance and participation by private industry. 

The table below summarizes actual and estimated administrative expense re- 
quirements for fiscal years 1956, 1957, and 1958 : 


2Kansas City, Kans 
2New Orleans, La 
6Dallas, Tex 

5Salt Lake City, 
3Portland, Oreg 

4San Francisco, Calif 


Total, regional committees___ 54 


Comparison of administrative expenses 


Actual, 1957 | Estimi 


| oe] 


| 
Actual, 1956 | 
' 
| 


| Average Average 


emplhoy- 


| Amount | 


employ- 


Personal services 


ment 


ment 


year. 


Other objects of expense: 


Travel 

Transportation of things 
Communications services. 
Rents and utility services 
Printing and reproduction - 
Other contractual services. - 
Supplies and materials. 
Equipment : 
Refunds, awards, and indemnities-- 
Taxes and assessments. Le 


Subtotal 


Add cost of retirement under Publie Law 


854—Grants, 
tions. ? 


Total, voluntary 
credit program 


subsidies, and contribu- 


home mortgage 


1 Adjustment for comparability. 


TRAVEL 


Mr. Tuomas. 


from $340,000 to $377,000. 


You had 





$393, 390 


24, 108 
822 
20, 501 
10, 832 | 
8, 878 | 
6, 618 | 


LIMITATION 


| Amount 





You want a travel limitation removed and 
You state: 


For an additional amount for ‘Salaries and expenses 
limitation under this 
the amount available for 
$377,000. 


” $5 


employ- 
ment 


7 


10,000 ; 


| Amount 


$387, 000 


37, 000 
1,000 
22, 000 
3, 500 
8, 500 
11, 000 
3, 200 
2, 000 
100 
700 


89, 000 


24, 000 


50, 000 


increased 


and the 
head in the Independent Offices Appropriation Act, 1958, on 
expenses Of travel is increased from $340,000 to 


$24,108 in 1956, in 1957 it was $36,000 plus, and $37,000 next 
This limitation must have been in which bill? 
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Mr. Franrz. In the regular 1958 bill, Mr. Chairman. .:The travel 
limitation, like the appropriation, did not include any estimate for 
this program. 

Mr. Tomas. So you put the whole $37,000 in? 

Mr. Frantz. To increase the limitation to take care of that. item ; 
ves, sir. 

7 FUNCTIONS OF REGIONAL COMMITTEES 


Mr. ToHomas. You have your offices in the larger cities in the country. 
Where do these committees operate ¢ 

You might explain the organization of the committees, their func- 
tions and their jurisdiction. 

Mr. Morrison. Regional committees are made up of representatives 
of the major type of lending institutions—mortgage bankers, life in- 
surance companies, commere “ial banks, mutual savings banks, and sav- 
ings and loan associations—as well as home builders, retail lumber 
dealers, and real estate brokers. 

These people are all nominated by the national trade associations 
and serve to mobilize the industry in these regions. The region may 
encompass 2 to 4 States. 

Mr. THomas. And serve without compensation { 

Mr. Morrison. That is right, and they pay their own expenses, 
traveling to and from the meetings, and they pay whatever expenses 
they have in the way of telephones and mail in helping us run the 
program. 

The program operates generally in what we describe as remote areas 
and small communities. We operate away from the large cities. 

For example, in Washington, D. C., our eligible areas “would begin 
below Fairfax County and beyond Prince Georges and Montgomery. 

Mr. Tuomas. You have your offices in the big towns and do your 
business in the surrounding areas? 

Mr. Morrison. Because the lenders are in the big cities, yes. 

Mr. Tuomas. Is that by your own rules or regulations, by statute, 
or what ¢ 

Mr. Corie. Not by statute. 

Mr. Morrison. It is a matter of office space and relationship—— 

Mr. Tuomas. I mean the entire organization. 

Mr. Core. If I understand your question, Mr. Chairman, the or- 
ganization is set up by statute, but if you mean the regional. pattern, 
that is set up by regulation. 

Mr. Tuomas. I mean the areas in which it functions. Is that by 
statute or regulation ? 

Mr. Morrison. It is described in the statute as for remote areas 
and small communities where money generally is unavailable. 

Mr. Tuontas. The purpose of it was to | go into those areas that were 
remote on the theory there was no money there. 

Mr. Morrison. Definition of what areas are eligible is by recom- 
mendation of the regional committee and approval by the national 
committee of the areas. 


ASSISTANCE TO MINORITY GROUPS 


Mr. Tuomas. Is it by regulation or statute that you deal with 
minorities, too? 
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Mr. Corz. By statute. 

Mr. Tuomas. Which produces the most business, the individual, the 
veteran, or that person who comes under the group of minority 
headings? 

Mr. Morrison. A little better than 16 percent of our business is 
minority and the balance is white, FHA or VA. 

Mr. Yates. How do you know this? Do you keep records? 

Mr. Morrison. Yes, sir. We have an IBM tabulating system on 
each individual case. 

Mr. Yates. When I asked Commissioner Mason, of the Federal 
Housing Administration, what effort their agency was making in 
behalf of minority housing, he said there was no distinction between 
members of the minority groups and others, and therefore they kept 
no records. 

That is why I wondered how you had those records. 

Mr. Morrison. Because in the metropolitan areas we operate with 
minority groups but we cannot handle white applications. So we must 
ask the question of whether they are members of a minority group. 

Mr. Yates. Does FHA also deal with minorities? 

Mr. Morrison. Yes, but they operate everywhere so they have no 
reason to make a distinction between minorities. 

Mr. Frantz. Off the record. 

(Discussion held off the record. ) 

Mr. Morrison. To clarify that point, Mr. Yates—only the minority 
applicants are eligible in the large cities, and therefore all our busi- 
ness in those places is with minority groups and so we do have those 
statistics. We do not have them in the small communities and remote 
areas where other types of applicants are eligible. 

Mr. Yates. Is your business in providing mortgage credit for mi- 
nority housing groups increasing? 

Mr. Morrison. I would say it is pretty level. The history of the 
program has been that it has been level. 


EXPERIENCE WITH MINORITY LOANS 


Mr. Yates. Do you have trouble placing such mortgages? 
Mr. Morrison. No, sir. We have had very excellent results. Our 
placement percentage is better than on white applications. 

Mr. Yates. What about defaults? Have you kept a record of that? 

Mr. Morrison. We have been operating a little more than 2 years 
and have had no experience. 

Mr. Yates. Have you had defaults within the 2 years? 

Mr. Morrison. Yes, but we have had both white, and Negro—spe- 
cific cases. I have no tabulation, and it would be pointless because 
you would show nothing of any significance after a 2-year run. 

Mr. Yares. I am of the opinion that the credit of these groups is 
good. I wondered whether your statistics would justify that assump- 
tion. 

Mr. Corr. Our definite impression is that given the same credit rat- 
ing the minority risk is just as good as any other risk. 

Mr. Morrison. I think the best test of it is the fact we have had 
such good luck in placing them with private lenders. They would not 
lend to minorities if they felt they were bad risks. 
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Our record in the sense of placing loans shows the private lending 
industry considers them to be good risks. 


MINORITY LOANS IN CHICAGO 


Mr. Yares. One of your statistics is to the effect that approximately 
4,000 loans have been placed in behalf of minority members. 

Mr. Morrison. That is correct. 

Mr. Yares. Do you have a breakdown of that by cities? I won- 
dered what portion of that was applicable to Chicago. 

Mr. Morrison. We would have a breakdown only of States. That 
is the lowest breakdown. 

Mr. Yates. No breakdown within the States themselves? 

Mr. Cote. Our business is good in Chicago. I can tell you that. 

Mr. Yates. How good is your business ? 

Mr. Morrison. I don’t have a specific figure. I know we have 
excellent volume in Chicago. 


APPLICATIONS AND REFERRALS 


Mr. Botanp. What is the difference between applications and 
referrals? 

Mr. Morrison. People come for assistance and these applicants are 
referred. We refer the applications a number of times in an attempt 
to place the loan. 

Vhen the first lender turns it down and we still think it is a good 
case we try someone else. 

Mr. Botanp. That means two referrals? 

Mr. Morrison. That is right. 


EFFECT OF VHMCP ON PRIVATE LENDING PRACTICES 


Mr. Tuomas. You have made 2 or 3 significant statements here. 


The National Committee has established that most VA direct-loan areas, 
plus a number of additional cities and towns of less than 25,000 population in 
1950, are eligible for assistance. The program does not assist in making mort- 
gage credit available in areas experiencing only a temporary shortage of funds. 


All the evidence we have listened to is to the effect that big and 


little all have a shortage of funds. I hope it is temporary. 
It states: 


Since mortgage credit appears to be inadequate from normal sources for 


members of minority groups thoughout the country, there are no area restric- 
tions for minorities. 


On page 4 you have another fine statement. 


There is evidence that the VHMCP is contributing to a significant change 
in the lending patterns of some of the Nation’s prime mortgage lenders. Pri- 
vate lenders processing these cases in areas never before serviced by them have 
found it worthwhile to originate other loans in their normal business fashion— 
in that area. The last three words are my own words. 

How widespread is that? That is an interesting observation. 

Mr. Morrison. Mr. Chairman, we have some specific figures here. 
We have made some attempt to measure this. We checked with 16 
representative life-insurance companies operating in the program. 
We found they had made $69 million worth of loans, at the time we 
















748 


checked it, through the program, and they had made $68 million of 
GI and FHA loans in these same areas outside the program without 
coming to us. In other words, their volume was double what our 
figures showed. 

Mr. Tuomas. The purpose of your statement is to say this: Here is 
X lending institution. They never did any business in Y area until 
you came-into the field. If you did 3X worth of business, the facts 
showed when he got through he did about 6X. 

Mr. Morrison. That is right. The reason is that lender will go 
down into the area. He inspects the house he will finance. We bring 
him inte the area. The man across the street sells his house. He needs 
financing. It makes sense, to cut costs, if you are going to take his loan, 
to take it right there. 

Mr. Tuomas. Why were not these lending institutions operating 
on a national basis before, and why are they willing to go down there 
now, because you ask them to? 

Mr. Morrison. It is more expensive for them to operate in these 
areas. If you drive 50 miles to inspect a house, it takes a whole day. 

Mr. Tuomas. Life-insurance and fire-insurance companies look for 
two things above everything else; safety and a return on their money, 
plus as high a rent as they can get on it. 

Mr. Morrison. They can diversify their investment by investing in 
San Francisco, New York, and Chicago without going into these 
remote areas. The cost factor keeps them from remote areas. In 
1954, when this program started 

Mr. Tomas. Your taking them by the hand and leading them 
there didn’t reduce their cost factor. 

Mr. Morrison. No. 

Mr. Toomas. Why did they go back? 

Mr. Morrison. They were there with us all the time. They didn’t 
go back. They doubled that business because it is the smart thing for 
them to do. 

Mr. Tuomas. On the same expense? 

Mr. Morrison. Yes. If a man is there inspecting 1 house he can 
inspect 2 houses for the same automobile expense. What they do 
is to set up a schedule of inspecting houses. Inspecting houses is the 
key thing in getting into areas. You have to inspect the property 
to make the loan. They set up traveling men and have a regular 
schedule. 





EFFECT ON GOVERN MENT DIRECT LOANS 


Mr. Trromas. Was this act set up to combat direct lending by the 
various governmental agencies which may or may not be interested 
in the housing fees? 

Mr. Cotz. Ido not think so, Mr. Chairman. I think the act was set 
up to facilitate the availability of funds in the so-called remote 
areas and in the minority-housing field. 

Mr. Tuomas. That is exactly where the VA makes direct loans, in 
those same areas. 

Mr. Corr. That is very true. 

Mr. Tuomas. This act was not set up until VA started making 
direct loans. Is that it? : 
Mr. Coie. Well, this act was passed in 1954. 
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Mr. Morrison. VA was set up for direct lending in 1948. 

Mr. Cote. True it is that the success of the Voluntary Home Mort- 
gage Credit Committee would make it less important to have direct 
lending. That istrue. However, neither the direct lending program, 
neither the amount of money provided by Congress, nor the VA direct- 
lending program would provide all of the ‘funds necessary. ‘This, 
certainly, does not do it. 

Mr. Tomas. The VA direct-lending program has cost very little 
money. Losses have been less than two-tenths of 1 percent. Suppose 
we give them $1 billion for a direct-lending program. Would there 
be any necessity for this? 

Mr. Cote. I think so. 

Mr. Tuomas. Just the same ? 

Mr. Cote. I think so. I do not. think it would resolve the problem 
to give the VA a billion dollars for a direct-lending program. You 
ask me whether this solves it and my answer is “No.” This is a real 
effort on the part of the private institutions to do a job. You asked 
% question a while ago whether it was worth it. I think it is. I 
think it is a real effort on the part of these people to get funds into 
these areas at a very low cost, and, therefore, it is another tool, another 
opportunity, and a real one, to channel more funds. 

The chairman knows we are all concerned about the availability 
of mortgage funds in the country, and therefore we cast about for 

various tools, various opportunities, various mechanisms to accomplish 
this. Thisis one of them. 

The theory of it seems to me to be excellent, and the accomplishments 
to date have been excellent. 


We must look in the future to determine what the effect will be by 
reason of the fact that VA lending has deteriorated and sloughed off. 
Willit buildup? Wethink it will. 

Mr. Morrison. There are two other areas which, by giving VA $1 
billion would not be helped at all, and that is the FHA market and the 
minorities which are not covered by the direct lending. 

Mr. Tuomas. We agree with you. 


ACTIVITY OF VHMCP REGIONAL OFFICES 


Mr. Botanp. How many applications were received by the Boston 
regional office for fiseal 1957 / Forty-one thousand is the total num- 
ber of applications received by this region. How many were in the 
Boston office ? 

Mr. Tuomas. Why not take that table in the middle of page 7 and 
put your column there, applications and approvals? 

Mr. Botanp. That would be an interesting figure to have. If you 
do not have it supply it for the record. 

Mr. Morrison. I will be glad to. 

(The information requested follows :) 
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VHMCP regional office volume, fiscal year 1957 























Applica- Loans Applica- | Loans 
Region tions re- placed Region tions re- | placed 
ceived ceived 
' 
T( Boston) - 20-5620 345 227 || XI (Kansas City). 3 3, 127 1, 300 
II (New York) -_- 926 | 232 || XII (New Orleans) ‘, 030 | " o6r 
IV (District of Columbia). 4, 275 | 2, 021 XIIT (Dallas) ; 910 | 1, 290 
V (Charlotte). --..-- 4, 677 1,305 || XIV (Salt Lake City) _- 2 512 392 
VI (Atlanta) - : 3, 521 864 ||} XV (Portland). 1, 704 | 689 
VII (Nashville)... .- 2,915 | 1,202 || XVI (San Francisco) 763 on 257 
VIII (Cleveland) __- 4, 874 | 1, 219 | | 
IX (Chicago) _- } 3, 382 | 769 Total. rile 606 | 12, 978 
X (Minneapolis) - - - 2, 645 | 250 | 
| 





MOVEMENT OF MORTGAGE MONEY 


Mr. Botan. There is a statement there relative to the New England 
mutual savings banks going down to Texas and Oklahoma and loaning 
in that area, and in Texas and Mississippi, That is rather interesting; 
is it not? 

Are there any other lending institutions who travel that far? 

Mr. Morrison. Y ‘cat sir. 

We have lenders in New York, New Jersey, Connecticut, and so on, 
who go clear across the country. 

Mr. Botanp. Why don’t the Texas lenders go around the country ? 

Mr. Morrison. T hey don’t have the e money. 

Mr. Corr. People in Texas are using their money to expand their 
economy. 

Mr. Morrison. That is right. One part of the country which is 
fairly stable with good savings lends, while the other is growing and 
the money stays. The money follows in that pattern. 






RATE OF NEW HOUSING STARTS 





Mr. Tuomas. Mr. Cole, give us your opinion, please, give us a 
rundown of the housing picture. How does it look to you! How 
many starts do we have now? 

It would be well to go back to a calendar-year basis. You had 1,- 
130,000 new starts in calendar 1956. 

Mr. Coz. That is right. 

Mr. Tuomas. On the basis of the first 6 months of 1957, how many 
new starts will you have? 

Mr. Corr. It is running at a rate of about 970,000 to 980,000, 

Mr. Tuomas. Is it that high? 

Mr. Core. Yes. It got up to 990,000 and then dropped back to 
930,000. 

The last June figure showed it was getting back up to 970,000. That 
is my recollection ; it is 970,000 or 980,000. 

Mr. Tuoomas. That is still a lot of houses. 

Mr. Corr. That is right. 







FUTURE HOUSING NEEDS 








Mr. Tuomas. By virtue of these youngsters coming of age, getting 
married, and so on, we are told at the present rate of construction we 
will have a sseaamainets housing shortage in 1959, 1960, 1961. When 
will it start ? 
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Mr. Core. It will start before 1965. We think 1965 is the year when 
this will be hitting us with good strength. 

Mr. THomas. How many units will you need at that time per year 
and for how many years? 

Mr. Core. In 1965 how many units will the country be able to 
absorb ? 

Mr. Tuomas. And for how long? 

Mr. Cote. This is a problem w ith which we are constantly wrestling. 

My guess is that the Nation will be able to sustain a housing market 
in 1965 well in excess of 1,500,000. 

Mr. Toomas. For how many years? We know that is a guess. 

Mr. Corr. It is really a guess, looking at the crystal ball : and pulling 
something out of the air. “As the economists say, you take into consid- 
eration a great many assumptions. 

Mr. Tuomas. If you are not entitled to make a guess I don’t know 
who is. 

Mr. Core. I think that will continue for some years, a few years. 

Mr. Tuomas. Five years, 7 years, 10 years? 

Mr. Cox. E-don’t know that I want to pin myself down to the exact 
number of years. I don’t believe can. I don’t think I am competent 
to do so. 

Mr. Tromas. 1,500,000 is a lot of houses. What is the most we have 
done in the history of this country in any 1 year? 

Mr. Cote. A little over 1:million 3. The top year was 1950; 1955 
was the second top year. 

Mr: Tuomas. Still less than 1 million 3? 

Mr. Core. A little over 1 million 3. 

We had 1,300,000 plus in 1955. In 1950 it was 1 million three 
hundred and some above the 1955 figure. 

Mr, Frantz. Close to 1.4 million as I recall the figure. 

[ Nore.—T otal nonfarm starts were 1,396,000 in 1950 and 1,329,000 in 
1955. 

Mr. THomas. One million houses in new starts is a good business. 

Mr. Cotz. Good production and good business. 

Mr. Tuomas. One million five in 1962, 1963, 1964 or 1965 

Mr. Core. I am talking about 1965. 

Mr. Tuomas, Compared to 1,300,000 in 1950, it is not too much of 
an increase because you will have 10 to 15 million more people in this 
country at that time, will you not ? 

Mr. Coz. We will have quite an increase in population but more 
than that there will be an increase in the formation of families, people 
purchasing and needing houses. 

It could be I am conservative about it. 

Mr. Tuomas. We are all guessing, but is it not generally conceded 
among housing economists that beginning, certainly in 1958 or 1959, 
that you will begin to build up a shortage of housing, and that housing 
shortage perhaps will run through a period of 7 to 10 years until you 
get another 10 or 15 million houses built in this country? Is that 
not a fair limit there between 10 and 15 million houses over the next 
15 years ¢ 


Mr. Corr. Yes, I would say so, if you don’t pin me down to exact 
years. 
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Mr. Tuomas. The pinning down would not be worth anything. We 
know you cannot be too accurate about it. 
Mr. Corz. That is right. 


RESULTS OF 1957 HOUSING ACT 


Mr. Tuomas. What is the outlook concerning the 1957 housing bill 
if and when you get it underway? Are you in a position to state if 
you will get it underway and what the net result of it will be? 

Is it too early for you to make a statement on that? If so, we will 
understand. 

Mr. Core. I would like to come back in a very short period of time 
on that, Mr. Chairman. 

Mr. Tuomas. Are there any other questions ? 

(No response. ) 

Mr. Tuomas. We thank you for coming back. 

Mr. Corz. We thank you, sir. 


Feperat Natrona Morteace AssocraTion 


WITNESS 
J. STANLEY BAUGHMAN, PRESIDENT 


REVIEW OF HOUSING MORTGAGE PICTURE 


Mr. Tuomas. We: have with us this afternoon our old friend, Dr. 


Baughman, head of the FNMA. 


FNMA OPERATION UNDER 1957 HOUSING ACT 


Mr. Baughman, will you be good enough to give us the benefit of 
your judgment on how FNMA will function under this new housing 
act or is it too early for you to make any guesses ? 

Mr. Baverman. I think under the new Housing Act FNMA will 
continue to participate with the same volume of business as it has in 
the past—that is by providing some degree of liquidity in the mort- 
gage market. 

Mr. Tuomas. Mr. Baughman, you are an old-timer and you have 
been working with this commiteee for a long time. We have a very 
high regard for you. 

Mr. Baucuman. Thank you, sir. 


GENERAL HOUSING SITUATION 


Mr. Tuomas. We know that you know your business. 

What is your opinion on the housing situation? Will it get better 
in the next 2 or 3 months in your judgment, will it get worse, will it 
remain as it is now? 

Give us the benefit of your opinions. We want your best judgment. 

Mr. Bavcuman. My impression is that it will ride along in the same 
volume it is now, with one exception 

Mr. Tuomas. That was your statement 6 months ago, and you have 
not missed it so far. 

Mr. Bavcuman. That is right. There might be some slight im- 
provement if the Administration adopts the lower downpayment on 





753 


FHA loans. That will be partly offset by a decline in the VA 
program. 
PRICE OF MORTGAGE MONEY 


Mr. Tuomas. Where is the mantange money coming from ? 
Mr. Baucuman. I think there is plenty of mortgage money, Mr. 
Chairman. 


Mr. Tuomas. Right now? 

Mr. Baueuman. Except you must pay the price for it. 

Mr. Tuomas. You think it is available if they will pay the price? 
Mr. BaueuMan. That is right. 

Mr. Tuomas. What do you think is the price? 

Mr. BaucHman. I would say, generally, the price for mortgages 


which they expect in return is somewhere between 514 and 6 percent. 
Mr. Tuomas. That is not net? 


Mr. Bavucuman. That is gross. 

Mr. Tuomas. Does that include the discount? 

Mr. Baveuman. Let us talk about one thing. Whenever the in- 
vestor gets into the secondary market, you have a different approach to 
it, because then they have to pay a servicing fee for the servicing of 
the mortgages at distant points, which they do not have if they invest 
locally. Five and a half to six percent is the rate. Then you have to 
make some allowance for the insured and guaranteed mortgage, which 
commands slightly lower price than the conventional. 

Mr. THomas. Why does it command a lower price? Here we have 
the Government telling an investor or an insurance company, “We will 
guarantee this mortgage.” He goes out and buys a conventional 
mortgage. Does he have a guaranty on it? 

Mr. Bavenman. No, except he does look at it and exercises his own 
judgment as to whether he thinks it is sound and whether it is a good 
investment. 

Mr. THomas. Does he look over your mortgages, too, or do you say, 
“You will take these as is with our guaranty?” 

Mr. BavcHMaAN. He looks at any mortgage he buys. 
gage investor culls what he buys. 

Mr. Tuomas. Then he has a Government guaranty. Why should 
that bring a lower price than the other? I do not understand that. 
He takes the same risk so far as servicing charge goes. Is that right? 

Mr. BavcuMman. To begin with, the Government guaranteed or 
insured mortgage does not give him the same yield as a conventional 
mortgage. That is why it commands a lower price. 

Mr. THomas. I am glad you clarified that. We were talking about 
getting 51% or 6 percent on the Government-guaranteed mortgages. 
Your statement now is that, if the Government-guaranteed mortgage 
brings the same yield as the private mortgage, then the Government 
mortgage should be the better investment ? 

Mr. BavcumMan. I would agree with that. 


Any mort- 


TREND OF INTEREST RATES 


Mr. THomas. Anyway, you do not think there will be a loosening 


up until there is an increase in interest rates. How long do you 
think that will last ? 
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Mr. Bavcuman. Nobody con prophesy that, because we have liad 
a continual rise in interest rates now for about a year and a half, as 
you know. Where it will stop or end will depend on the demand 
for money for all types of investments. If there is some sort of a 
slow-down or an adjustment in the crying need for investments, 
such as roads, plant and equipment, local financing, and so forth, then 
T would think that the market would improve some. 


ATTRACTIVENESS OF MORTGAGES AS AN INVESTMENT 


Mr. Tuomas. Is one of these installment-amortization mortgages, 
and I think that is a good description, less attractive to an investor 
than a big industrial loan where the service charge is very small and 
the interest payment and amortization come in every 3-month pe- 
riod or for a half-year period? 

Mr. Baueuman. It depends on the type of investment you are talk- 
ing about. If you talk about a debenture or bond of an industrial 
corporation, there is always an available market for that type of in- 
vestment, whereas you do not find a good liquid market for mortgage 
investments such as you do in corporates. I think that is the dis- 
tinction. 

Mr. Tuomas. Is it by virtue of the expense and service charge in- 
volved in handling the two types of paper ? 

Mr. Bavuecuman. No. I think the difference is that a mortgage 
is a long-term, amortized investment, such as you mentioned. There 
never has been what you would call an open-market quotation on 
mortgages such as there is on industrial bonds, stocks, and so forth. 

Mr. Tuomas. Industrial bonds last a long time, as mortgages do. 

Mr. BaucuMan. Except there is an open market for them, and there 
is not for mortgages, asa rule. There is no fixed market price. You 
haven’t the same type of market for mortgages as you do for indus- 
trial bonds. For example, people who can invest in mortgages again 
are limited, whereas industrial bonds can be bought by almost any- 
body, banks, and soon. Savings and loan are 100-percent mortgage 
investors, insurance companies partly mortgage investors and partly 
other investment types, and commercial banks deal very little in 
mortgages. You do not have quite the market that you do for in- 
dustrial bonds. 


FACTORS CAUSING TIGHT-MONEY SITUATION 


Mr. Tuomas. You stated in your judgment you did not think the 
credit picture, we will say, was going to change in the foreseeable 
future. Ido not like to hear you say it, because I am afraid you are 
correct. Your judgment in the past has been about as accurate as 
the judgment of anyone we have had here before us. 

Upon what do you base that conclusion ? 

Mr. Baueuman. Demand for money. I think the country economi- 
cally is growing so fast, and demands are so great from all sources, 
that these all create a demand for money, and unless that demand is 
slowed down in some shape or form, there will not be much change. 
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Mr. Tuomas. I have been reading in the last week or so where 
there is a probability or possibility of two things happening: One, 
that the present indications are that the orders of the machine-tool 
industry are off 15 or 20 percent, and that fabricated steel orders 
are off 25 percent, although the 2 industries are going full blast now. 
However, they are working on their backlogs, and this time next year, 
if the orders do not increase, those backlogs will not be existent 
comparable to their present size. 

What does that mean? 

Mr. BaveuMan. Well, of course, that is a factor that could take 
place, but on the other hand those orders could pick up at any time. 

Mr. Tuomas. Those are the two main indexes of the general activi- 
ties of big, heavy construction. 

Mr. Baueuman. Yes; but I can go back 2 or 3 years ago and show 
you where machine tools were off, too, but they picked up. 

Mr. Tuomas. They were off very badly. 

Mr. Bavueuman. However, they picked up very quickly and the 
industry started to demand a lot of new machines, and the economy 
started to rollagain. The same is true of steel. 

Mr. Tuomas. The machine-tool people are hopeful that the auto- 
mobiles and household appliances will take up the slack in the last 
quarter of this year, but suppose that does not come to pass? Then 
what does that indicate? 

Mr. BavcHMaAn. Well, that would be a slowing up of your economy 
which probably would provide more money in the mortgage field 
if that takes place, or for other investments too, such as roadbuilding, 
and so forth. 

Mr. Tuomas. If the orders for fabricated steel are not forthcoming 
in the last quarter, that indicates that heavy construction in the last 
12 months will be slowed down considerably ? 

Mr. Bavenman. That is true, except that I think if you will look 
at the record, you will find that heavy construction is reaching very 
close to its peak and its potential. 

Mr. Tuomas. There is no question about that, but that is as of today. 

We are talking about orders which will not be fulfilled for 12 or 15 
months from now. It is the backlog which tells the tale now, but 
if the backlog does not accumulate in fabricated steel, that indicates 
that there is going to be a decline in the volume of business, and if 
that happens, then you will have an increase in your employment. 

What does that mean ? 

Mr. Bavenman. Well, that would not be too good. Of course, 
we have a lot of things that we can go ahead and get our people 
employed with such as housing and financing of municipal improve- 
ments because they are away back in meeting their problems. For in- 
stance, you have your roadbuilding program. There are a lot of 
things that could take place which would take up that slack without 
any difficulty. Weare attempting to do all these things at the present 
time with our booming economy. 

Mr. Tuomas. And there is not enough money to go around? 

Mr. BavueuMman. That is correct. 


ete 
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EFFECT OF HIGH INTEREST RATES 


Mr. Tuomas. How will putting the interest rate up to 7 percent 
create that money ? 

Mr. Baueuman. Putting the interest rate up to 7 percent—I think 
the purpose of that is to delay some of these things that are all at- 
tempting to be done at once. 

Mr. Tuomas. There will not be so many takers, but the high interest 
rate does not increase a nickel the additional amount of capit: al, does 
it? 

Mr. BaucuMan. That is correct. 

Mr. Tuomas. It just slows the people down who want to borrow it; 
is that right? 

Mr. Baveuman. That is right. 

Mr. Tuomas. That could be a Lttle deflationary; could it not? 

Mr. Baveuman. Well, with an inflationary period, maybe, a little 
bit of deflation is all right. 

Mr. Tuomas. Perhaps that is what you need. 

Mr. Baveuman. I think we ought to be careful that we do not go 
too fast. 


EFFECT OF INTEREST RATES ON INFLATION 


Mr. Ostertrac. Will the chairman yield at that point? 

Mr. THomas. Surely. 

Mr. Osrertac. Mr. Ba ,ughman, is it your contention or belief that 
high interest rates tend to curb inflation, or that they have no bearing 
upon inflation ? 

Mr. Bavcuman. I think the purpose of high interest rates is to 
slow down some of the use of our funds, and in that way we do not 
reach a point where we all tend to overspend and cause a critical situ- 
ation as a result thereof. 

Mr. Osrerrac. Inflation is a condition where we have more money 
than we have actual goods and services to supply, is that right? 

Mr. Baucuman. Yes; I think inflation is caused by the fact that 
you are not producing commensurate with the need for your capital. 

Mr. Ostertac. That, in substance, is what I mean. 

I take it from your answer that you do believe that higher interest 

rates tend to curb or slow down inflationary trends? 

Mr. Baveuman. I think so. 


PURPOSE OF FNMA SECONDARY MARKET 


Mr. Evins. Mr. Baughman, you said, of course, the purpose of 
FNMA is to provide “some degree” of liquidity in the mortgage mar- 
ket. When we debated this bill on the floor of the House earlier this 
year, as you know, the general complaint was that FNMA was not 
leading the market; that FNMA was not carr ying out its objectives, 
and that you were following the market—not leading it. 

An additional authorization was needed and they said “We want 
FNMA to buy these mortgages and we want FNMA to truly provide 
a mortgage market. 

When you use the words “to some degree” it would indicate that 
the passage of the bill probably had no effect as far as the Adminis- 
trator or Director is concerned in changing the prevailing attitude? 
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Mr. BavecuMan. Mr. Evins, just to get back to some of the basic 


facts in the mortgage industry, there are over $100 billion worth of 
mortgages outstanding 


Mr. Evins. How much? 

Mr. Bauenman. $100 billion. This is home mortgages. To at- 
tempt to provide liquidity for $100 billion worth of mortgages would 
take a very, very sizable operation, and the number of mortgages that 
we buy compared to those outstanding in any one year is relatively 
small. 

We only buy FHA and VA mortgages, to begin with. For ex- 
ample, in ‘the first half of last year we bought $614 million, which I 
think is quite a sizable sum to put into the market, and when I say 
“some degree of liquidity,” that is exactly what the purpose of it is. 

We are not supposed to buy them all. If you wanted to buy them 
all, you would have to get a lot more money. 





VOLUME OF FNMA PURCHASES 


Mr. Evins. How does your purchase of FHA and VA mortgages 
for last year compare with, say, the past 3 or 4 preceding years? 

Mr. Bavenman. I would say that last year our percentage of 
purchases was considerably in excess of what we bought in the pre- 
ceding years. 

Mr. Evins. What do you anticipate in the way of the purchase 
of mortgages for the next year or so? 

Mr. Baveuman. Well, we anticipate that we will buy slightly less 
in fiseal 1958 than we did in 1957. 

1957 was a very critical year for the mortgage business, as you 
know, and that was our estimate. 

Mr. Evins. You are speaking now of fiscal year 1957 ? 

Mr. BaucHMAN. Yes, sir. 

Mr. Evins. We are now in fiscal year 1958. You said fiscal year 
1958 was a very critical year for mortgage money ? 

Mr. Baverman. Fiscal year 1957. 

Mr. Evins. You purchased more mortgages during that year than 
any year in your history ? 

Mr. Bavenman. I think so. It ran over $1 billion worth of mort- 
gages in the secondary market, which is quite a sizable sum. 

Mr. Evins. Then the impetus of Congress did have its effect at least 
during that one year? 


COST OF MONEY TO FNMA 


Mr. Baveuman. That is right. I think you must bear in mind, 
Mr. Evins, too, that FNMA must buy the mortgages at srices that 
we think probably are right, not what somebody “else thinks is right, 
but we buy mortgages and have to go out into the market and borrow 
our money. That is the purpose of Fannie May—to be self-sustain- 
ing, and also use private capital wherever possible. 

Mr. Evins. Are you now self-sustaining and self-liquidating ? 

Mr. BauecuMan. That is what we hope to be but, you see, we are 
running up against this increased interest rate. If we pay high prices 
for our mortgages, or fixed rates, and then have to go out and borrow 
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our money and keep refinancing our obligations—most of it has been 
short-term—we may be caught with higher interest rates. 


MAXIMUM FNMA PURCHASE AUTHORIZATION 


Mr. Evins. How much is your maximum authorization for the pur- 
chase of mortgages at the pr esent time ? 

Mr. BaveuMman. Well, it is 10 times our capital and surplus, plus 
our capital and surplus and would run somewhere about $2,620 million. 

Mr. Evins. $2.6 billion is your maximum authorization, but you 
could change that according to the amount of money that you bor- 
rowed, and could increase your capital authorization 

Mr. Bavenman. We can only increase our authority to borrow by 
increased capital, whether we get it from the Government through the 
authorized preferred stock or common stock which is subscribed in 
connection with the sale of mortgages to Fannie May. 

Mr. Evins. Do you have a maximum authorization of mortgages 
that you can purchase? That is, do you have a fixed authorization. 

Mr. BaveHman. It is 10 times our capital and surplus. 

Mr. Evins. Well, it is really not fixed. You can increase your capi- 
tal and surplus and therefore you can increase your limit ? 

Mr. BavcHMan. Yes, sir. 


USE OF AUTHORIZATION 


Mr. Evins. What is the relative degree of purchases of mortgages 
compared with your maximum authorization ? 

Mr. BaveHMaAN. Well, as I said, we bought about $1 billion worth 
during fiscal 1957, and our total authorization now is about $2.6 bil- 
lion, or something like that. 

Mr. Evins. That isa little over 50 percent. 

Mr. BaucHMaAN. In 1 year. 

Mr. Evins. Is it safe to go to 65 percent ? 

Mr. Bavenman. You could not go to 65 percent in any one year if 
you had 50 percent already bought. You could not buy at 65 percent, 
because you would be running 115 percent of your capit: al. 

Mr. Evins. That is what I am trying to fix in my own mind. 

How much authorization do you have, and how far can you go? 
Have you bought up mortgages to the limit, or how much leeway do you 
have yet for further purchase? 

Mr. BaveuMman. We have about $1.25 billion that we could use. 

Mr. Evins. You have plenty of latitude for additional purchases if 
you should determine to do so ? 

Mr. BaveuMan. That is correct. 


GEOGRAPHICAL DISTRIBUTION OF PURCHASES 


Mr. Evins. Are most of your mortgages purchased from a few 
metropolitan centers or are you buying | them widespread all over the 
country from different banks and lending institutions? 

Mr. Baveuman. Yes, sir: we buy all over. I think we buy in 42 
of the 48 States. We also buy in Hawaii and Puerto Rico, and the 
Virgin Islands. 
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Mr, Evrns. In small town areas such as I represent, when we go 
into a country bank too often they say, “We have a maximum on 
loans that we can make for financing GI loans,” and when they say 
“we have a lot of applicants and we would like to make the loans 
but we have a limit, and we cannot dispose of our mortgages,” what 
would be your answer to these statements ? 

Mr. Bavcuman. I would suggest that if any of your banks tell 
you that, that they should look up FNMA and see what we can do for 
them. That is the whole purpose of FNMA. 

Mr. Evins. That is the purpose of FNMA? But the complaints 
that have come to my attention is that FNMA is not fulfilling its 
objective or purposes in this regard. 

Mr. Baveuman. That is the whole purpose of FNMA. 

Mr. Ostertac. Mr. Baughman, you referred to the fact that you 
are doing business, or have mortgages in 42 States. There are 48 
States. What is the trouble with the other 6 States? Is it a matter 
of State laws? 

Mr. Bavecuman. No; it is not anything in the State laws, but some 
of those States just have not used our facilities and apparently have 
no use for them. They all know about them, but they have not come 
to us. ; 

Mr. Ostertac. There is no restriction ? 

Mr. Bavucuman. No restrictions whatever. 

Mr. Osrerrac. Thank you. 


POLICY ON VOLUME OF PURCHASES 


Mr. Evins. You have plenty of authorization and flexibility and 
latitude, and the opportunities for purchasing if you determine to 
do so? 

Mr. Bavenman. Yes, sir. 

Mr. Evins. Do you have an overall policy in some direction that 
tells you to slow down on purchasing mortgages because of the econ- 
omy and the inflationary situation ? 

Mr. Baveuman. No; we do not have such a policy except we are 
governed by the fact that we have to buy mortgages at such prices 
and for such fees as will make it self-sustaining, but bearing in mind 
the interest rate we have to pay for our borrowed money. 

Of course, if we bought mortgages in excess of the market price, 

‘ than anyone else was paying for them, we would buy them all, 
md I do not think that is the purpose of FNMA. 


PERCENTAGE OF FHA AND VA MORTGAGES PURCHASED BY FNMA 


Mr. Evins. I do not think you are supposed to buy them all— 
certainly not—but we are speaking about VA loans and FHA loans. 
What percentage of those mortgages that banks and others hold are 
you providing the secondary market for? 

Mr. Bavenman. I do not know. I could not give you a figure on 
the amount they hold, but I did run a test in January, February, and 
March of this year on the percentage of FHA and VA mortgages that 
were insured or guaranteed during that period, and the percentage 
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of those mortgages offered to FNMA ran about 13.93 percent, or about 
14 percent. 

Mr. Evins. You mean you are purchasing about 14 percent of those 
offered ? 

Mr. Baveuman. They were offered to us for sale. 1 do not know 
what percentage we purchase, but it was very close to that. 

Mr. Evins. You have already indicated that. 

Mr. Bavcuman. They were offered to us, but it was 14 percent of 
the mortgages that were originated or insured during that particular 
period of time, by FHA or VA. 

Mr. Evins. You were buying 14 percent of FHA and VA mort- 
gages which they are insuring, not 14 percent of the amount offered 
to you? 

Mr. Bavenman. That is right. 

Mr. Evins. What percentage of those offered to you are you buy- 


in 

Mr. BaucuMan. I would say; about 93 or 95 percent. 

Mr. Evins. In other words, if they do offer to FNMA good mort- 
gages, you are buying them in great numbers. 
Mr. Baucuman. Yes, sir. 





POSSIBILITY OF EASING MONEY SITUATION 





Mr. Evrys. What in your opinion and judgment, Mr. Baughman, 
at the present time, can be done to loosen the tight-money situation ¢ 

We have this special investigation going on over in the Senate, 
and we have been talking about it in the Banking and Currency Com- 
mittee, and everyone is concerned about high interest rates and the 
tight credit situation. 

What can be done 7 loosen it ? 

Mr. Baveuman. I do not believe I can answer that. I am sorry. 
Of course, more money would do it, but I do not know where you are 
going to get more money 

Mr. Botanp. Would you want to see that done? 

Mr. Baucuman. That is another serious question as to whether it 
would be good to loosen it in that fashion. We have been going very 
fast. 


POSSIBILITY OF REVERSING INTEREST RATE TREND 





Mr. Evins. If you are not able to provide an answer to that ques- 
tion, you probably will not be able to provide an answer to my next 
question. 

However, what can be done to reverse the trend of this high interest 
rate ? 

Mr. BaucuMan. You see, there, again, that brings in the need for 
more money. If you had plenty of money and were not able to find 
ek to borrow it, your interest rates would go down. That is what 

rings interest rates dow n, when you have a terrific demand for 
money, that is what creates increased interest rates. 

Mr. BaucuMman. You do not think, as the chairman has indicated, 
that there is going to be much change in the future in the credit pic- 
ture, and the interest situation ¢ 

Mr. Bavenman. Well, I do not think there will be any drastic 
change. As I say, there might be some slight change if some of the 
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things he was talking about in industry come down, and there was 
more money available. There could be a change, but I do not see 
anv change on the surface right now. 

Mr. Evins. You are buying about 14 percent of the FHA and VA 
mortgages that are guaranteed ? 

Mr. Bavenman. And insured. 

Mr. Evins. Then, you are purchasing about 90 percent of the offer- 
ings of such mortgages to you? 

Mr. Baveuman. Between 93 percent to 90 percent. 

Mr. Evins. In view of the alarm and concern about the tight-money 
situation and the fact that FNMA is not buying these mortgages and 
that you were not leading the market, how do these figures compare 
to what was formerly the situation ? 

Mr. Baveuman. As I said, I think we have probably had the biggest 
year in our history last year in the purchase of mortgages; so I would 
say we are doing very well in supporting the market. 

Mr. Evins. That is all, Mr. Chairman. 

Mr. Tomas. Mr. Boland, do you have any questions? 

Mr. Botanp. In your opinion and observation, could obtaining low- 
interest rates by providing more money be a dangerous thing? 

Mr. Bavenman. Yes, sir. 
Mr. Botanp. I agree with that, too. 


FISCAL FOLICY DURING INFLATIONARY PERIOD 


High-interest rates cut down the expenditures and the number of 
users of funds, and in a period in which our economy is barreling along 
at the terriffic rate it is Sanaibii along, it would seem to me that that 
is one of the ways in which it can be controlled in specific relation to 
the borrowing of funds for the great construction process that takes 
place. 

My great concern is over the fact that we are now doing work which 
should be deferred until those soft years, and we are going to hit the 
soft years. 

In other words, when we have a cutback in just the production, for 
example, of the NAVAJO missile, which the Defense Department 
knocked out here a couple of weeks ago, involving a $500 million cut, 
it laid off the next day 7,500 people at North American Aviation, and 
in the final analysis there may be 15,000 laid off. 

However, we are spending over $35 billion to $40 billion a year in the 
national-defense effort and when the real cutback comes, as it must 
come and has to come in the not-too-distant future, what will we do 
with all those people? 

As you say, if we do put them into these areas of public works, 
we can absorb these people and yet I find no one in a ‘responsible 
position in the Government and among the policymakers to say this 
ought to be done, and take the bull by the horns and say “let us defer 
this project.” It has not been done in the last year or so. In my 
judgment it ought to be done, because if we go ahead now with all the 
construction projects and spend the billions of dollars that we are 
spending on them and they are completed before the day comes when 
there is going to be some reckoning, then I think we are really in 
difficulty. 
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Would you say that is a fair observation ? 

Mr. Baveuman. Yes; I think that is generally a very good obser- 
vation. 

Mr. Botann. That is all I have, Mr. Chairman. 

Mr. Osrertac. I might say in response to the point made by my 
good friend, Mr. Boland, about the cutback, or the question of policy 
with regard to spending, we are right now dealing with a military 
construction program which has been sliced in two by the administra- 
tion itself, which would indicate that they are limiting their con- 
struction program to the bare essentials in the military field. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Osrertac. I concur in Mr. Boland’s thinking, but the point 
I was trying to make was that there was apparently some serious 
consideration given to that aspect of the problem, and for that reason 
there is a cutback. 

Mr. Botanp. Those are projects we will never construct, I hope. 


GENERAL PURPOSES OF FNMA 


Mr. Ostertac. Mr. Baughman, in a very few brief words, would 
you review the general purpose of FNMA ? 

Mr. BaveuMan. Well, we have a three-pronged organization, as 
you know. 


MANAGEMENT AND LIQUIDATION PROGRAM 


We have the management and liquidating function, which is made 
up of mortgages we acquired, and were committed for prior to No- 
vember 1, 1954; we are required to liquidatee that portfolio in an 
orderly manner, and with the least effect upon the mortgage market. 

That portfolio amounts to $2,370 million. We are not selling any 
of those mortgages at the present time. About three-fourths of that 
portfolio is made up of 4 percent paper which you can see for your- 
self that the discount on that would be tremendous, and the Govern- 
ment would take a terrific loss. So, we are servicing that and getting 
the income on it. Of course, that is entirely financed by the Treasury. 


SPECIAL ASSISTANCE PROGRAM 


We have another program called the special assistance program, 
which is another program financed entirely by Government, and con- 
sists of housing programs as directed by the President and also two 
programs as authorized by Congress, namely, the Capehart military 
housing program and the cooperative housing program. Their opera- 
tion, as I say, is entirely financed by the Government. We are very 
active in that particularly in some of the programs in Alaska, and 
Guam, housing for the elderly, urban renewal. 


GOVERNMENT INVESTMENT IN FNMA 


Mr. Ostertac. How much money has the Government invested in 
FNMA up until now? 
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Mr. Baucuman. I would say somewhere in the neighborhood of 
$2.3 billion or $2.4 billion, or something like that, the Government has 
invested. 

Mr. Ostertac. Does this work as a revolving fund operation? 

Mr. Baveuman. Yes. All the benefits of these management and 
liquidating funds, and the special assistance funds accrue to the 
Government. 


SECONDARY MARKET PROGRAM 


I want to move over into our third program which is the secondary 
mortgage operation which was set up by Congress in 1954, and the 
purpose of that was to provide a degree of liquidity for the home- 
mortgage market in areas where money is needed. It was set up 
originally with $93 million worth of preferred stock subscribed by 
the Government. That was the original capital, and it is eventually 
supposed to be turned over to private interests, and get the Govern- 
ment out of the business, and have a secondary market that is financed 
entirely by private capital. In that operation we go to the private 
market for funds through the sale of debentures to finance the pro- 
gram and we also require each seller of mortgages to FNMA to sub- 
scribe to stock. At the present time he is required to subscribe stock 
in an amount equal to 2 percent of the unpaid principal balance of 
the mortgage he sells to us. In that way we hope to build up the 
capital eventually, and pay off the Treasury. 

Mr. Osterrac. Has the principle of that arrangement been satis- 
factory and successful ? 

Mr. BaucHMan. We have followed it out very well. However, we 
are running into high interest costs which is a problem for every- 


body, but if we go to the market the money today which we borrow 
costs us 4.25 percent. 


TOTAL SIZE OF FNMA MORTGAGE OPERATIONS 


Mr. Ostertac. In this figure of $100 billion that you mentioned 

Mr. BavueuMan. That is the total mortgage debt for home mort- 
gages, 
~ Mr. Osrerrac. Yes. How much of that total figure has FNMA 
been associated with it one form or another? 

Do you have any idea about that? 

Mr. Baueuman. Well, FNMA has bought mortgages somewhere 


in excess of approximately $6 billion worth. We have in the port- 
folio at the present time $3.6 billion. 





INTEREST RATES PAID ON SAVINGS 


Mr. Osrertac. I have just one more point, Mr. Chairman: In your 
discussion of the general economic picture with the chairman, a few 
minutes ago, capital was simian and I am just wondering what 
your thinking is with regard to the effect of this interest rate not 
from the standpoint of interest that has to be paid on mortgages, or 
other credits, but primarily interest that is now being paid by sav- 
ings banks, and commercial banks, or savings accounts and deposits? 

Interest rates have gone upward to 3 percent, and 3.25 percent. 
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Is there enough margin between the interest rate that is being 
paid by financial institutions today and what is the interest rate gen- 
erally on mortgages? 

Mr. Bavenman. Well, you see what is happening as interest rates 
increase, the people that vo after money have to bid for it, too, and 
that is what is causing the =: ivings and loan and the savings banks 
to raise their interest rates to their depositors. As long as money is 
scarce, you will find them having to compete for money. 

You asked what the spread is. That is a matter of management in 
my opinion. We have the problem, too, as to what spread you need, 
and how you get in enough money to overcome those high interest 

‘ates that you have to pay your depositors or the people w tho furnish 
your money. 

Mr. Osrertac. Is there not sort of a cycle between capital and 
savings? Are we not providing more capital, and when we provide 
more capital, are we not providing the wherewithal to provide the 
necessary investments which should, on the other hand, bring interest 
rates down ? 

Mr. Baueuman, Yes. I think if our people can save at a faster 
rate than they do, and create this capital that is needed for all the 
necessities as you say that are in demand today, that would lower 
the interest rates if you could get savings sufficient to meet all the 
needs. 

SOURCE OF NEW SAVINGS 


Mr. Osrertaa. Is it not fair to say that investment capital today 
has to come from the average everyday American rather than from 
a limited number of people who might be termed as wealthy? 

Mr. Bavenman. No; I think that the wealthy, of course, furnish 
an awful lot of capital in the way of investments, but I think that the 
bulk of our savings do come from our people. We have a lot of new 
savings that we have originated such as social security and we have 
pension funds that we never had before, and an aw ful lot of ow 
savings are going in there that we do not recognize and see. very 
readily, but that is a tremendous fund which is growing. 


EFFECT OF TAXES ON SAVINGS 


Mr. Osrertac. However, our tax system is so constituted that it is 

‘ather impossible for anyone to accumulate a large amount of wealth 
today for investment and other purposes, is not that true! 

Mr. BaueHman. We say that, but I just want to say one thing: 
Apparently that is true generally for the salaried man—how he ean 
accumulate wealth and become rich. 

On the other hand, these equities that exist in a great many invest- 
ments have enhanced in value partly through the deflation of the 
dollar, and partly through inflation, where we have more wealthy 
people today than we ever had before, and it is not what you would 
call earned money. 

Mr. Ostrerrac. That is right; it is the shrinkage of the value of the 
dollar. We have made more dollars, but they are of less value. 

Mr. Bavucuman, And partly an appreciation of the value of their 
investment, too. 
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Mr. Osrerrac. Thank you very much. 

Mr. Boranp. Thank you very much for a fine presentation. 

Mr. Tuomas. This has been very constructive. We thank you for 
taking time out to come over and talk to us. 


Turspay, Juty 30, 1957. 
FEDERAL HOUSING ADMINISTRATION 
WITNESSES 


NORMAN P. MASON, COMMISSIONER 

HORACE B. BAZAN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION 

ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

CARLOS W. STARR, DIRECTOR, BUDGET DIVISION 


OvEerALL Housine Picture 


Mr. ‘THom»s. We have with us this afternoon the Federal Housing 
Administration. It is nice to have with us its able Commissioner, Mr. 
Mason; Mr. Bazan, Assistant Commissioner for Administration; Mr. 
Thornton, Director of Research and Statistics, and Mr. Starr, Director 
of the Budget Division. 

Mr. Commissioner, as vou know we have a supplemental estimate 
before us for $500,000 for the Housing and Home Finance Agency. 
In view of that we would appreciate your giving us the housing pic- 
ture from the FHA standpoint as it exists today and what you think 
the future holds for it in the number of starts compared with the last 
2 or 3 years, so forth, and so on. 


TREND OF FHA ACTIVITY 


Mr. Mason. Mr. Chairman, it is a real pleasure to come up here and 
discuss this matter of FHA and the housing picture. 

At the present time the Federal Housing Administration’s volume 
of business is in a steadily increasing plane, each month being a little 
larger than the month before. For the first 6 months of the year, 
however, we are still m applications below the same period a year ago. 

Mr. Tuomas. How much below / 

Mr. Mason. 25.8 percent in the number of applications. 

Mr. THomas. If you go any place, you are ate to goup. You 
cannot go any lower. 

Mr. Mason. You can get a picture of how this progression is going 
by looking at our June starts, which are only 1.2 percent below June 
of 1956, a year ago. 

Mr. Thomas. That is not bad. 

Mr. Mason. At the same time we are facing quite an uncertain 
future. I do not mean by that that we expect to do less business, but 
we expect to do more and we do not know exactly how much more. 

Mr. THomas. How do you account for your sudden spurt of busi- 
ness? Is that by virtue of military housing, or some of your minority 
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programs where you have a 100 percent guaranty or is it military con- 
struction, slum clearance or what? Is it just straight individuals com- 
monly known as John Public going into the market and building a 
house ? 

Mr. Mason. Actually, new home construction activity is what I was 
talking about. We believe there is an increase this year also in the 
number of multifamily starts over a year ago but this is still a very 
small part of our actual business. We also have some increase in the 
amount of Capehart housing, the military housing program, but 
this, too, is not large in the volume of our business. 

The volume of FHA’s business is always in the single family house 
program. That is where it is today. It is interesting that our 
existing house program for the first 6 months is only 16.4 percent 
below the same period for a year ago and that the month of June was 
6 percent above the month of June a year ago. I think this gives 
you a little picture. 

Mr. THomas. What is the average compared with last year ? 

Mr. Mason. Do you mean the average increase ? 

Mr. Tuomas. Of all of your different classifications. Did net I 
hear you say that it was 25.2 percent below June of 1956? 

Mr. Mason. The new home applications are 25.8 percent down and 
the existing home applications are 16.4 percent down for the first 6 
months of the year. 

Mr. THornton. In the combination of the new and existing homes 
and project mortgage applications, our total volume of applications 
was down 8 percent for the first 6 months. Project applications were 
up because of an increased number of military housing applications. 

Mr. Mason. You know, of course, that the veterans’ program is de- 
elining. Our figures indicate that the veterans program is down 52.9 
percent in the first 6 months of 1957 on new homes and 62.7 percent on 
existing homes. 


REASON FOR DECLINE IN NEW STARTS 








Mr. THomas. Why, in your opinion, are the new starts down? 
Mr. Mason. The new starts are down, in my opinion, because of 
interest rates which are not acceptable to the lending fraternity. 


FHA AND VA INTEREST RATES 


Mr. Tuomas. The interest rate is 414 percent. What is yours? 
Mr. Mason. Five percent. 

Mr. THomas. Plus how much ofa carrying charge? 

Mr. Mason. One-half percent charge for FHA insurance. 
Mr. Tuomas. So that is 514 percent ? 

Mr. Mason. Yes. 

Mr. THomas. Against 414 percent? 

Mr. Mason. Yes. 

Mr. Tuomas. Your business is off 25 percent and theirs is off 50 
percent ? 

Mr. Mason. Yes. Their business is declining, Mr. Chairman, 


whereas ours is increasing. In June our figure on new homes was 
down 1.2 percent from a year ago. 














Their June figure was 61.4 percent below a year ago. On existing 
homes, where ours was up 6 percent, theirs was down 65.2 percent. 

Mr. Tuomas. Their direct-loan applications were on the increase. 

Mr. Mason. That is right. I point this out because with the pro- 
posed new downpayment authorized by the new law it is apparent that 
FHA has a very distinct possibility of an increase in business in loans 
that would formerly have gone under the VA program. 


HOUSING DEMAND 


Mr. Tuomas. You think the business is available throughout the 
country. Is there plenty of housing business available? 

Mr. Mason. I think that there are a lot of low-income people in this 
country, low and middle income people, that need the assistance of 
Government insurance on their loans so that they can get a low 
downpayment loan in order to buy a house. 

Mr. Tuomas. We have not reached the saturation point in new 
housing starts yet? 

Mr. Mason. I think if we do not have this we will get to the point 
of letting the well-to-do persons have all the mortgage money instead 
of the person of moderate income having a chance at it. There is 
unquestionably a demand for housing still in this country, as evidenced 
by what is going on. 

Mr. Tuomas. There is no saturation point yet ? 

Mr. Mason. No saturation point. 


FUTURE HOUSING DEMAND 


Mr. Tuomas. When will this bulge in the housing demand start 
that we have heard so much about? In 1959, 1960, or 1961? 

Mr. Mason. We used to talk about 1960 and now we are talking 
about 1962. 

Mr. Tuomas. Anywhere from 1959 to 1962 there is not much doubt 
among the experts, or the theorists, that you are going to have quite 
a strong demand for new housing ? 

Mr. Mason. Yes. 

Mr. Tuomas. I think it can be demonstrated without much doubt 


if you sit down and study the facts and the figures that the demand 
will be here. Is that not true? 


Mr. Mason. Unquestionably, yes; that will be true. 

Mr. Tuomas. Beginning now, the demand will increase a little 
bit every year. Is that generally accepted ? 

Mr. Mason. The rate of family formation will go up so the need 
will increase; yes. 

Mr. Tuomas. Do you think the present volume is due to the high 


rate of interest, and in order to get more volume all you have to do 
is raise your interest rate? 


INTEREST RATES ON CONVENTIONAL LOANS 


Mr. Mason. Better than 70 percent of the mortgages currently be- 
ing placed are being placed in the conventional fields. These are 
being placed there because of two things; one, there is no control of 
the interest rate and the lender can charge any reasonable rate, and 
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because in this field they use the second mortgage technique of getting 
additional money, a technique which we think is very bad. That is a 
fact of life. 

Mr. Tuomas. It still operates. What is the rate of interest in the 
conventional field ? 

Mr. Mason. It runs from 54% percent upwards. 

Mr. Tuomas. What is the upward figure where most people do bus- 
iness—61%4 percent or 7 percent? 

Mr. Mason. I would not say much over 6 percent. 

Mr. Tuomas. In your opinion, then, all it takes to put the veterans 
back in business is to up that interest rate, give Mr. Higley authority 
to go up to 514 or 6 percent, if necessary ? 

Mr. Mason. I do not set any figure, but I believe if the veterans’ 
program had an interest rate that was somewhat comparable to the 
conventional rate, or the rate that money can earn in the market, that 
money would go into that program. I am sure that this is again one 
of the facts of life. 

Mr. Tuomas. People with money are just renting it and all they 
want to do is to get all they can. They are just renting money. 

Mr. Mason. That is right. 

Mr. Tuomas. There is nothing wrong with them getting all they 
can ? 

Mr. Mason. Within reason. 

Mr. Tuomas. You are a banker. You bankers have never been 
unreasonable. Of course 10 percent was pretty reasonable 10 or 15 
years ago. 

Mr. Mason. The institution I was connected with was a mutual sav- 
ings bank, and we did not do any such thing as that. 

Mr. Tuomas. You had no farm loans? 

Mr. Mason. We had no farm loans. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. THomas. How much business are you doing with the Voluntary 
Home Mortgage Credit Program ? 

Mr. Mason. I would not be able to give you a figure on that, but the 
program does have statistics. 

Mr. Tomas. Does the FHA do any business with them ? 

Mr. Mason. We guarantee, or insure loans which they assist people 
in getting the money for. We have no way of knowing without going 
to them. 

‘Mr. Tuomas. You are not interested in the source of the money? 

Mr. Mason. Well, I would not say we were not interested, but we 
have many sources of funds for our program. 

Mr. Tuomas. Do you not deal with this program all the time? 

Mr. Mason. We think it is a good program because in many of the 
areas of the country it does a good job. 


VOLUME OF FHA HOUSING STARTS 


Mr. Tuomas. How many starts did you originate last year? Are 
you going by the calendar year or the fiscal year? Start us off there 
with the calendar year 1956. How many starts did you have? 





“wo MS 


769 


Mr. THorn on. 192,000 FHA starts. Of those 183,000 were home- 
dwelling units started with FHA inspection. | “ini 

Mr. Tuomas. About 90 percent of your business is single units? 

Mr. THorNTON. 95 percent. 

Mr. Tuomas. Would you hazard a guess as to how many of those 
units were financed by the Voluntary Home Mortgage Credit People? 

Mr. THornton. Very, very few new construction units for FHA are 
covered by the Voluntary Home Mortgage Credit Program. 

Mr. Tuomas. In 1957 how many of these starts will you have? 

Mr. THorn'ron. About 73,000 units started in the first 6 months of 
this year. 

Our rate of starts is rising. The total will be off less than 25 per- 
cent at the end of the year. 

Mr. Tuomas. To what do you attribute the rise ? 

Mr. Mason. To the interest rate, Mr. Chairman. 

Mr. Tuomas. You do not need an increase in interest rates then 
if your business is beginning to pick up now. I see by the papers 
you might be thinking about the idea of going up to 514 percent. 


DISCOUNT RATES AND CONTROLS 


Mr. Mason. I would say you do not always want to believe the 
newspapers. We have explored many ways of discount control. Con- 
gress gave us what we consider in FHA a very difficult problem in 
controlling discounts. We explored the possibility of a small interest 
rate increase as a way of meeting some of these problems, thereby 
making the discount smaller. The discount essentially is simply an 
adjustment of the interest rate. 

Mr. Tuomas. Adjustment is putting it pretty mildly. More ac- 
curately it is an increase in the interest rate; is it not? 

Mr. Mason. Mr. Chairman, the increase has already taken place. 
People are now paying to get these loans. These starts that we have 
are based on discounts around the country which reflect a change 
in the interest rate that we have discussed. Now, this is merely a 
proposal at this stage and has not gone beyond that. We have dis- 
cussed other ways of controlling discounts besides combining a rate 
increase with control. 


GEOGRAPHICAL PATTERN OF INTEREST RATES 


Mr. Tuomas. Where do you get the cheapest interest rates and the 
smallest discounts? Can you give us that offhand ? 

Mr. Mason. New England is the part of the country which has the 
nearest par market and smallest discount. New York State is very 
much like New England. Then we come into the Middle Atlantic 
area and it is the next one in gradation, probably a half a point to a 
point discount. 

Mr. Tuomas. What is the discount there? 

Mr. Mason. On a 5-percent FHA loan there may be a point or a 
half point in New England. We will say a half point in New Eng- 
land. It will be a point and a half in the Middle Atlantic States, or 
two points. 
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Michigan is by itself because of the bad foreclosures law in the 
area. But there is a whole section of the Southeast and the central 
part of the country where the discount is about 214 to 3. 

Mr. THorn'ton. On a 5-percent mortgage. 

Mr. Mason. About 3 points. 

Then we have a section of the country where the mountains are, 
Nevada, Colorado, Wyoming, New Mexico, and Arizona, where the 
highest discounts prevail. 

Mr. Tuomas. You are talking about on 5-percent money ? 

Mr. Mason. Yes. 

Mr. THomas. What is the discount ? 

Mr. Tuornton. Three and a half to 4 points. 

Mr. Mason. Then we go to the west coast, California and Orgeon, 
and we drop back to the same relative position as the central part 
of the country. 

Mr. THomas. Three-point discount? How about the South and the 
Southwest ? 

Mr. Mason. The South and the Southwest are in the same relative 
position as California, 3 points. That applies to Texas. 

Mr. Tuomas. Oh, no. Down in Texas they are getting 5, 6, and 7, 
they tell me. 

Mr. Tuornton. Our field offices do not report that. One office re- 
ports 4 points and the rest 3 to 314. 

Mr. Tuomas. That is in Texas and the South generally ? 

Mr. THornton. That is in Texas specifically. The rest of the South- 
west is very much in line with Texas. 


VALUE OF VHMC PROGRAM 


Mr. Tuomas. Getting back to the Voluntary Home Mortgage Credit 
Program, you testified that they do much financing for your cus- 
tomers; is that correct? 

Mr. Mason. They do some, Mr. Chairman, but the bulk of their 
program at first was in VA loans. 

Mr. Tuomas. They are looking for about $500,000 to get them back 
in business. They were out. Are they worth the money to you? 

Mr. Mason. They are an excellent way of encouraging lenders to 
get into these remote areas and serve the people there away from 
our big cities. 

Mr. Tuomas. The Veterans’ Administration is on their blacklist so 
VA does not do any business with them. You say you do very little 
business with them. To whom are they worth $500,000 a year? 

Mr. Mason. They do business exclusively with us. They did busi- 
ness largely with the VA program. 

Mr. THomas. Are they worth $500,000 to you? 

Mr. Mason. It is not a question of what they are worth to us; it is 
a question of what they are worth to the people in these areas. 

Mr: Tuomas. If the people did not build any houses you would not 
be in business. If these people did not loan money to the people it 
would not be long until you were out of business. Any way you 
you are pretty closely associated with them. 
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LOANS ON EXISTING HOUSING 


Mr. Mason. I do not want to correct you, but over half of our busi- 
ness is done on existing housing and this is particularly true in these 
remote areas. Most of the loans that the voluntary home mortgage 
credit program helps us on are for existing housing. 

Mr. Tuomas. What is “existing housing” Y 

Mr. Mason. Homes already built and lived in. 

Mr. Tuomas. What is your program on existing housing? 

Mr. Mason. We have the same program as on new houses. 

Mr. THornton. Section 203. 

Mr. Tuomas. I am not talking about repairs now. 

Mr. Mason. I am talking about when you buy a used house. 

Mr. Tuomas. Does that work with your trade-in plan ? 

Mr. Mason. Let me say we have a trade-in plan which we are try- 
ing to make work. I would not brag about it. This requires assist- 
ance from industry as well as ourselves. One of the problems on the 
trade-in house has been the amount of downpayment required. 

Mr. Tuomas. Roughly, what is your program on your used houses? 

Mr. Mason. In the first 6 months of this year in application we had 
89,000 new homes and 119,000 in existing home loans. 

Mr. Tuomas. What is your yardstick? How much do you advance 
on them, and so Sekt 

Mr. Mason. The downpayment requirements are exactly the same 
on eh one. Of course, the valuation is usually less than replace- 
ment cost on an existing house. 


FACTORS IN VALUATION OF EXISTING PROPERTIES 


Mr. THomas. How do you arrive at a value of how much you insure? 
Is it just like on a new house? 

Mr. Mason. It is what a comparable house in the same‘area has sold 
for. That is one of the tests. We do not just appraise how much 
lumber, brick, and so forth, is in the house to arrive at its value. You 
know what other property comparable to it has sold for. Both things 
are used in arriving at the value of the house. This takes into account 
what the location is, what the trend in the locality is, whether the 
neighborhood trend is upward or downward. 

Tuomas. Does the age of the house have anything to do with 
the value / 

Mr. Mason. Its remaining economic life has something to do with 
it. Ifthe house is in a stage where it is about to expire in a few years, 
that is one thing. 

Mr. Tromas. What is the economic life of a frame house, or brick 
veneer, or two-brick walls with plaster, and so forth? 

Mr. Mason. There is no such thing as having a fixed economic life 
for any kind of house. It will vary, depending on the loc ality and 
how well the house was built and how well it is suited for the climate 
itisin. There are all sorts of factors 

Mr. Tuomas. Age and locality are ‘two principal things? 

Mr. Mason. We have houses up in New England, where I liv e, that 
have been there 300 years that are still good houses. They are houses 
that have been kept up. You can take ‘the same house built 50 years 
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ago, and if it has not been properly kept up that house will have very 
little remaining economic life. That is the problem of our slums in 
our cities—lack of proper maintenance. To arrive at the remaining 
economic life of a house is a question of looking at the house rather 
than setting a formula for it. 

Mr. Tuomas. Location has something to do with it? 

Mr. Mason. Yes; it does. 

Mr. Tuomas. It has about as much to do with it as anything else? 

Mr. Mason. It has a bearing on its value, certainly. 

Mr. Tuomas. Anyway, you think the voluntary home mortgage 
credit program should be kept i in business ? 

Mr. Mason. We believe it is an excellent thing for the people of 
this country; yes. 

Mr. Tuomas. Even though you do not do much business with them 
they do not buy many of your mortgages? 

Mr. Mason. They help other people to buy the mortgages, Mr. 
Chairman. I predict they will do an increasing amount of business. 
I say that we in FHA are just now starting on another program to 
help get money into the small towns of America. That is one of the 
problems that exist. 

Mr. Tuomas. What about the large towns? The large towns do 
not have any money, either. If you would listen to Mr. Yates, he 
will tell you that the poor folks in Chicago have no money at all. 
Money is tight in the big cities as far as housing is concerned just 
as it is in the small towns. The Veterans’ Administration is in the 
business of making direct loans in small towns, but they readily ad- 
mitted that is purely a fiction. Money is just as tight in the big cities 
as in the small towns, and the only reason they do not have a general 
program is because they do not have the money. I imagine that is 
accurate. There may be a little variation in that. 

Mr. Mason. We agree the money is tight in the big cities as well 
as in the small towns. The point is in the big cities there are facilities 
to help people get what money is available. In the small towns there 
are not, 

AVAILABILITY OF FUNDS FOR 





HOUSING 





Mr. Tuomas. When is money going to be available in more or less 
plentiful quantities so this country can start constructing 1 million 
houses a year? 

Mr. Mason. We are building at about that rate now. 

Mr. Tuomas. No. 

Mr. Mason. Last month 970,000 was the BLS rate for new starts. 

Mr. Yates. Did not Mr. Cole earlier predict money would loosen 
up during the course of the year? 

Mr. Mason. Mr. Cole said there were straws in the wind that would 
indicate that is what would happen. 

Mr. Tuomas. Do you want to put any straws in the wind? 

Mr. Mason. Mr. Chairman, I cannot see any loosening in the money 
market at the present time. 

Mr. Tuomas. Where is the money going ? 

Mr. Mason. I am not a very great economist, but money is going for 
many other needs of the people—automobiles and things of that sort 
rather than for housing, short-term credit rather than long-term 




















credit. It is also going into new plant construction in the construction 
field which is a desirable thing because it creates jobs, but it is un- 
desirable since it takes money away from the housing field. 

ae Tuomas. I have read the Wall Street Journal for the last 3 
or 4 days and they are alluding to 2 things. One is that there is a 
tremendous fallout in prefabric: ited steel ; in other Wont, for the 
heavy construction in the United States. T he backlog is off 25 percent. 
The other is that the backlog of orders coming in for machine tools 
is way off. Those two things indicate two very significant things : one, 
that the boom might be over in heavy construction and the ‘market 
may be reaching some point near the saturation point in automobiles 
and other types of heavy consumer goods where machine tools are 
quite a big part of the business. If that be true, then the demand 
for money in a few months, maybe 6 or 8 months, will lessen for 2 
fields and if it does perhaps that money could available for the hous- 
ing industry—even FHA. 

Mr. Mason. That would be a very desirable thing from our point of 
view to have additional funds. 

Mr. Txomas. I know that you have been reading the same thing 
as I. What do you think about it? 

Mr. Mason. I also read Mr. Holden’s comments in this morning’s 
Wall Street Journal in which he points out the increase in the volume 
of new plant construction that is going on. 

Mr. Tuomas. That is present business. 

Mr. Mason. That is present business. 

Mr. Tuomas. We are talking about applications. In other words, 
for what is going on now they received the applications 12 to 18 months 
ago. The applications coming in now will look to work starting 12 
to 18 months hence, and that is what we are talking about. We all 
know the present volume of construction is perhaps the greatest in 
the history of the county, even exceeding last year. The question is, 
What about the first part of next ye sar? 












USE OF PENSION FUNDS FOR MORTGAGE INVESTMENTS 





Mr. Mason. Mr. Holden is predicting this year will exceed last year. 
FHA is doing one thing to help get money into the construction field 
which you may be interested in. We find that in the pension trusts 
there is a great reservoir of capital which does not currently want to 
invest in mortgage notes because they do not want the fuss and bother 
of the monthly accumulations of money to be reinvested. They do not 
want the problem of having foreclosures and all the work that goes 
with the ownership of a mortgage. 

There is a plan being tried by one of the concerns in New York City, 
a group of savings banks there under the name of the Insel Corp., 
whereby they will place these mortgages with a trustee and issue deben- 
tures. ‘The pension trust will hold the debentures secured by the FHA 
mortgages and the trustee will handle the problems of servicing the 
mortgage. This onec orpor ation was talking about a $5 billion invest- 
ment within the next year in this field. 

Mr. Tuomas. You mean that is new money going into the invest- 
ment market ? 
Mr. Mason. New money into the mortgage market. 
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INVESTMENTS COMPETITIVE TO MORTGAGES 


Mr. Tuomas. Many investors would rather loan their money over a 
long period of time to industry at 314 or 4 percent than service a 
monthly mortgage at 6 percent with some of the other attendant risks, 
such as foreclosure. I should not say foreclosure is a risk because the 
capital is generally guaranteed. Is that generally true ? 

Mr. Mason. They are getting a much bigger return than the 3% 
percent you mentioned on these other securities. 

Mr. Tuomas. The Treasury has gone up to 4 percent. 

Mr. Mason. We have ship loans at 514 percent. 

Mr. Tuomas. When the Treasury financed $25 billion worth of 
paper, and it went up to 33,4 to 4 percent, that really put a crimp in the 
housing. Did that not really spell another gloomy period for the 
housing industry ? 

Mr. Mason. W ell, sir, most of this was, of course, a refinancing 
operation. The money was already invested in Government bonds, so 
it in itself did not have any particular effect upon the market. 

Mr. Tuomas. If it had gone out of the market it would have de- 
manded payment. 

Mr. Mason. It could have, yes, but it was not money that was in 
the housing market at the time. 


FUTURE PROSPECTS FOR MORTGAGE MARKET 


Mr. Tuomas. When, in your judgment, will we have a loosening 
up of this mortgage money for housing? What does the picture look 
like to you? 

Mr. Mason. The picture looks to me for the present, and what I 
can foresee for the next 6 months—and that is as far ahead as I am 
able to see—that we will have a relatively tight money market. 

Mr. Tuomas. About like it is now? 

Mr. Mason. Yes. 

Mr. THomas. You would not want to make that 6 months’ period 
12 months? 

Mr. Mason. I would not want to look ahead that far. We are 
currently investing money that we get in FHA at 314, 314, or 3.6 
percent. 

FHA BUDGET REQUIREMENTS 


Mr. Tuomas. I notice Congress gave you $36 million this year non- 
administrative expenses and about $7 260,000 for your administrative 
expenses. Do you not think that we ought to rescind about 25 per- 
cent of that since your workload is 25 percent under last year, and 
it does not look like you are going to do any good for 12 months or 
6 months? 

Mr. Mason. Sir, I said money would be tight, but also that FHA’s 
business was going up each month and that it will continue to go up. 
In my estimation, it will go up at a more rapid rate now with what 
is happening in the Veterans’ Administration program. I think 
we may need more money rather than less, but we are not asking for 
more money at this time. 
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TREND IN FHA BUSINESS 


Mr. Yates. Is FHA business going up compared with non-Govern- 
ment financing? Is there not a trend toward private financing rather 
than Government financing at the present time 4 

Mr. Mason. FHA business is going up in relation to what FHA 

has done, and the VA program is shrinking. 

Mr. Yates. Where is most home financing being done these days? 
Is it not being done by private financing? 

Mr. Mason. Yes. 

Mr. Yates. Is not the trend increasingly in that direction ? 

Mr. Mason. It has always “—. that way. FHA’s actual participa- 
tion has not dropped but the VA participation has dropped. I will 
not say that—FHA’s participation has dropped somewhat but not 
in relation to what the VA program has dropped. Most of the gain 
in the conventional lending comes from a drop in the VA program. 


COOPERATIVE HOUSING PROGRAM 


Mr. Yates. Under the new housing bill there is a provision for co- 
operative housing which some of us thought might be the answer to a 
part of the needs of housing for the big cities. Is that your impression 
of it, too? 

Mr. Mason. I think that the cooperative housing program is an 
excellent program and does offer real possibilities, Mr. Yates, and I 
have Mr. Townsend, who is the Director of this program for me, in 
Stockholm right now at an international conference on cooperative 
housing to see what new ideas he may be able to collect there. 

Mr. Yares. There are two types of cooperative housing involved, 
management cooperatives and ownership cooperatives. 

Mr. Mason. What we call sales cooperatives and management 
cooperatives. 

Mr. Yarrs. Do both of those types of cooperatives become possible 
under the new law, or will the law refer to either one or the other ? 

Mr. Mason. The program is not a new program. 

Mr. Yares. I was under the impression 1t got a shot in the arm by 
this last bill because of the fact that you have a provision which re- 
quires FNMA to support the mortgages at 100 percent. 

Mr. Mason. There are financial advantages. I was referring to our 
program. 

Mr. Yares. Presumably, it will now be more attractive inasmuch 
as FNMA will be required to support this. 

Mr. Mason. There has been that provision in the past and there will 
be this additional shot in the arm. It did not support it at par. 

Mr. Yares. It did not support it at par? 

Mr. Mason. No, sir. The management type will be the more effec- 
tive program in the large cities and the so-called sales type more 
effective in the suburban communities. 


SIZE OF COOPERATIVE PROJECTS 


Mr. Yates. Is there a limitation on the number of apartments that 
may be in any single project that may take advantage of this provision 
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of the law? Can you have a 300-unit apartment that would qualify 
under this law? 

Mr. Mason. Yes; there is an overall limit on the size of all these 
programs. 

Mr. Yates. Is this total a monetary amount? 

Mr. Mason. Yes, sir. 

Mr. Yates. What is that number? 

Mr. THornton. $12.5 million. 

Mr. Yates. Any single project may go up to $12.5 million ? 

Mr. THornTon. The maximum mortgage which FHA can insure for 
private mortgagors is $12.5 million under section 213. 

Mr. Tuomas. That is where you got into trouble on this Woodner 
deal; is it not? 

Mr. Mason. That is before we had such a large total or limitation. 
There was a $5 million limitation then. 

Mr. Yates. Is that the reason they divided it up ? 

Mr. Mason. Yes, sir. We believe that this secton 213 offers a very 
real opportunity to middle-income people. We have a great deal more 
acceptance of this in some parts of the country than in others. It seems 
to be a matter of personalities of people in acceptance of an idea rather 
than the program. It is very effective in the neighborhoods of New 
York, and we are very hopeful that it may be more effective in Chicago 
than it has been. 

Mr. Yates. Are there such cooperatives being built in New York 
at the present time? 

Mr. Mason. Yes, sir. 

Mr. Yares. Management cooperatives ? 
Mr. Mason. Yes, sir. 





OPERATION OF MANAGEMENT-TYPE COOPERATIVES 


Mr. Yates. How does a management cooperative work? What are 
the mechanics involved ? 

Mr. Mason. A group of people get together—they are gotten to- 
gether by some person interested in getting them together ‘and they 
form a cooperative or a corporation. It is a cor poration which en- 
gages a builder and they build a project. FHA provides that there 
must be an independent architect on this job not hired by the builder 
but responsible to the people themselves who are in the corporation. 
When the project is finished, the people move in. They own a share 
in the cooperative. They do not own an individual apartment, but 
they are assigned to an individual apartment and, to all intents and 
purposes, this is their part of the project. They have a board of 
directors which they elect each year, and this board runs the affairs 
of the cooperative. It pays the help that mows the lawn, pays for 
painting, maintenance, and that sort of thing. 

Mr. Yates. What is the largest of these cooperatives in New York? 
Do you remember how many units there are? 

Mr. Tuomas. You do not have to go to New York. They are 
right here in the District of Columbia. 

Mr. Mason. I would be happy to supply that. 

Mr. THornton. 400 or 500 units is the largest single project. 

Mr. Yates. Do you get 400 people to join in 1 cooperative to con- 
struct an apartment building? 








Mr. THornton. That type of project, ordinarily, is not developed 
by the 400 families getting together and doing the planning for the 
project. 

Mr. Yates. How is that done, then ? 

Mr. THornton. More commonly, it is developed by builders who 
form a small group of cooperators who have an interest in cooperating 
with the builders. 

Mr. Mason. They have to get the people together first. 

Mr. THorNToN. In the planning of it, the planning is done by a 
sponsor group and then, after the plans are organized and approved 
by the FHA, the sponsoring group solicits membership to build up 
to the 400. 

Mr. Yates. What is the minimum number of members they must 
obtain before they can go ahead ? 

Mr. Mason. Eight. 

Mr. Yates. Suppose it were a 400-unit project? 

Mr. THornton. I think there have to be five members of the initial 
cooperative organization. 

Mr. Mason. You mean the minimum number of people that have 
to go together? 

Mr. Yates. Suppose you have a 400-unit project; are you required 
to get 400 families together before there is an approval of FHA 
financing ? 

Mr. THornton. In a management-type project, I am not certain, 
but I believe there have to be five members of the cooperative before 
we will accept an application from them. Only after we have an 
application will we consider the plans which they have in mind and 
give approval to it. We do not permit construction until the organ- 
izing group has a much larger proportion of membership. 

Mr. Yates. What proportion is that? Iam trying to kind out what 
the minimum proportion is. 

Mr. THornton. Ninety percent, I believe. 

Mr. Yares. Ninety percent of 400 is the example I gave you? 

Mr. THornton. Yes. They cannot start any construction until 
after we issue 2 commitment and they obtain the necessary members, 
= their deposits, and make contracts for construction and so 

orth. 


MORTGAGE AMOUNTS ON COOPERATIVE PROJECTS 


Mr. Yates. What mortgage allowance does FHA make for each 
apartment ? 

Mr. THornton. Under 213 the maximum mortgage is based on a 
certain amount per room, for the most part. The basic mortgage 
limit is $2,250 per room. There are increases above that for veterans’ 
cooperatives. There is an increase of one-eighteenth of that amount 
for veterans cooperatives; and for elevator apartments there is a 
somewhat higher mortgage limit. 

Mr. Yates. In other words, your minimum is $2,250? 

Mr. THornton. The lowest statutory maximum. 

Mr. Yates. With possible increases, depending on whether you have 
veterans who are in the group ? 

Mr. Tuornton. And for fireproof elevator structures. 

Mr. Mason. There is also in this program a great tendency to have 
more rooms. The pressure on cooperatives is for larger apartments 
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rather than smaller ones. We have no pressure for efficiencies and 
that sort of thing in cooperatives. 


MARKET FOR MORTGAGES ON COOPERATIVE PROJECTS 





Mr. Yates. Do organizers have any difficulty in placing mortgages, 
even with FHA approval? 

Mr. Mason. Yes, sir. 

Mr. Yates. Even though FNMA is supposed to support them 100 
percent ? 

Mr. Mason. No, sir; not in FNMA but outside they do. 

Mr. Yates. How does FNMA function inthis? Suppose you havea 
group that qualifies under FHA. Can it then go to FNMA and obtain 
the money, or must it find outside loans first, such as an insurance 
company willing to take the loan, before it can go to FNMA? Is 
F'NMA’s role a secondary market or a primary market / 

Mr. TuHornton. It is a secondard market. The private financing 
institution with whom FNMA would deal characteristically would be 
either a local bank or a mortgage company. 

Mr. Yates. Would FNMA give them a commitment before they got 
a commitment from outside? 

Mr. THornton. The outside house, as you refer to it, is not a long- 
term lender. It is not, as ; rule, able to hold the mor tage indefinitely. 
This outside house does have to be willing to carry through on the 
mechanics of lending during construction up to the time when the 
mortgage is com sleted. 

Mr. THomas. b p until last year FNMA gave these advance commit- 
ments but they have cut that out recently. I remember they testified 
that they were not making any advance Senin and they may 
have changed it in the last 2 or 3 weeks. However, I do not thing so. 

Mr. Tuornton. The new legislation provides them some new 
authority. 























CONSTRUCTION FINANCING 












Mr. YareEs. 
period 

Mr. Mason. No. 

Mr. Yates. Who does? 

Mr. Mason. Private lenders. 

Mr. Yarrs. Suppose you can’t get a money lender? 

Mr. Mason. Construction money is available. 

Mr. THornton. When there is a permanent take-out from FNMA 
already available to the local mortgage company, the local mortgage 
company can borrow money from the local bank or a larger city bank 
to provide construction money. 

Mr. Yates. Why should not FNMA also help in terms of construc- 
tion money ? 

Mr. THornton. That is a matter of mechanics of the market. 

Mr. Yates. i know that, but it would certainly simplify the task of 
getting housing built if FNMA were to help in this stage of operations, 
would it not? 

Mr. Mason, There is money available from private sources, so why 
upset it? 


Does FNMA loan any money during the construction 
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Mr. Yates. There are people in Chicago who say they cannot get 
money during ‘their construction period. ‘They are not building co- 
operatives and J assume that those who do have a special break, assum- 
ing that they can get all of their people together. I know of one 
building which has FHA approval but which cannot get the mortgage 
placed. It could be placed at 94 or 93, 6 or 7 percent discount. 

Mr. Mason. Do you know what rate they are talking about? 

Mr. Yares. Five and one-half percent. ; 

Mr. Mason. Much construction money is going at 6 percent 
currently. 

Mr. Yares. They are a little put out that they have to get mortgage 
money at 94 or 93. They thought they would be able to get a better 
deal on it but it is 6 or 7 points off. 

Mr. Mason. Construction money is not ordinarily based on dis- 
counts. They arrive at a straight interest rate that takes care of it. 
You are sure that that is construction money, or takeout money that 
they are talking about? 

Mr. Yares. It is probably takeout money, but they still have not 
been able to place their FHA mortgage at that rate. I think they 
should be able to get a better deal rather than pay 6 or 7 points on it. 
I assume that this is the market today. 

Mr. Mason. What do you think the market is today? 

Mr. Tuornton. Let ussee. About 4 points for the national average. 

Mr. Yarrs. National averages are always hurtful in term of indi- 
vidual instances. 


REQUIREMENTS GOVERNING COOPERATIVE PROJECTS 


Is there a requirement that FELA cooperative housing be for fami- 
lies or may it be constructed for single persons or couples? May you 
construct cooperatives consisting of efficiency apartments? 

Mr. Mason. The Cooperative Housing Act, as I remember it, is pri- 
marily for the objective of supplying family living quarters. 

Mr. THornton. Yes; although it is possible to have efficiency 
apartments. 

Mr. Mason. That is a family group. The pressure of the coopera- 
tive is never for the small units. 

Mr. Yates. Suppose you have an individual, as we often have in 
my district, in the case of a working girl who gets together with 2 
or 3 others in order to rent an apartment because rentals are so high. 
Would they qualify for one of your cooperative apartments? 

Mr. Tuornton. There is no prohibition against a single individual 
being a member of a cooperative. 

Mr. Yates. I wonder about the family housing. 

Mr. Tuornton. Apartments developed: entirely for single indi- 
viduals would not be considered. 

Mr. Mason. I shall ask Mr. Townsend to see you when he comes 
back. If you know where he can get something built, he will be happy 
to hear about it. 

Mr. Evins. I will say to my colleague and friend Mr. Yates, that 
we are discussing for housing that which the Government has been 
doing in the field of rural electrification and telephone cooperatives for 
some time. 

Mr. Yates. In electricity also. 
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Mr. Evins. Yes. 
Mr. Yates. It is very difficult to get a group of 200 or 250 people 
together. 
r. Mason. One of the real problems is that a man starts in and he 
has 90 percent or 95 percent of his cooperators together, and before he 
gets the project finished, which takes 12 to 18 months, some of these 


people have died, moved out, and then he has to sell an apartment 2 
and 3 times. 


ACTION TO RELIEVE TIGHT CREDIT SITUATION 


Mr. Evins. I have just one question, Commissioner. 

What do you recommend to ease the tight credit and tight money 
situation and reverse the increasingly high interest rate ? 

Mr. Mason. The things we are doing are the things that I spoke 
about—trying to tap new sources of credit to get into the housing 
picture. Of course, a general overall loosening of the market would 
be a very easy solution, so far as we are concerned, but to be practical, 
we feel it is necessary for us to accept what we have and try to improve 
it. That is what we are trying to do. We are very optimistic about 
this one particular operation which is goin 

Mr. Evins. Legislative committees, ‘the Suaiine and currency com- 
mittees, and special committees, created to try to determine what we 
can do to lessen the tight-money situation and prevent further 
increases in the interest rate are trying to reverse the situation. I 
want to know what you recommend be done to obtain that desirable 
objective. 

Mr. Mason. I am sorry that I cannot make a specific recommenda- 
tion to you on this, but this is just beyond my field or sphere of 
operations. 

Mr. Evins. What if we appropriate more money for mortgage-mar- 
ket purposes, would that help the situation? As the chairman said, 
what if we appropriated half a billion more to FNMA? 

Mr. Mason. I do not think that is the answer. 

Mr. Evins. What is the answer? Everybody is trying to find it. 
How can we reverse the tight-money market ? 

Mr. Mason. I am partic cularly interested in doing this in housing. 

Mr. Evins. We want to get an answer to the problem. 

Mr. Tuomas. That is pretty rough; is it not? 

Mr. Mason. Yes. 


FINANCING OF 1956 HOUSING CONSTRUCTION 






Mr. Vurseti. Mr. Mason, do you have an estimate of how many 
dwelling units were built last year? 

Mr. Mason. 1,130,000. 

Mr. Vursetx. Of that, do you have an estimate of how many were 
built with what we would say are conventional loans, without the 
assistance of the Government ? 

Mr. Mason. About 60 percent. 

Mr. Vourseiut. About 60 percent built in that way. Does that 
except FHA housing, too? 

Mr. Mason. No. That is not in that 60 percent. 

Mr. THornton. Exclusive of both FHA and VA. 
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Mr. Vurse.tt. Would you make an estimate of how many units will 
be built this year? 

Mr. Mason. We believe that it will be around a million units this 
year. I guessed earlier that it would be more than this, but my esti- 
mate now is at a million units. 

Mr. VursetL. How many last year? 

Mr. Mason. 1,130,000. 

Mr. Vursetu. In other words, even with rather high interest rates, 
you feel that there will not be too great a difference other than what 
you have indicated earlier in the number of houses that will be built 
during the coming year ? 


CONSUMER ATTITUDE ON INTEREST RATES 


Mr. Mason. No, sir; it is my opinion that the average buyer is less 
interested in the interest rate. What he is roamed in is, can he 
carry the monthly payments? Can he make the downpayment? 
These are the things that govern whether a person buys a house or not. 

If the amount of cash he has to accumulate is too great he will not 
buy. If he and his wife do not figure they can pay the $72 a month or 
the $65 a month, they will not buy the house. Many of them do not 
know, and care even less, what the interest rate is. It is a very sad 
commentary on American life, but you see millions of consumer goods 
sold on that same principle. The public has accepted it. I also want 
to say that the individual who buys a house will hold it. He will not 
give it up, no matter how small his downpayment until he loses his 
job. Or, if his wife leaves him, or something like that, no matter 
what the downpayment, he throws the house away; that is the way it 
works. 

Mr. Vursexu. In other words, if we should run into a rather serious 
area of unemployment and depression, the Government could stand a 
chance at least temporarily, until we overcame it of suffering a con- 
siderable loss? 

Mr. Mason. Sir, if you are talking about the FHA program, no; 
because the FHA will pay in debentures which mature in 20 years, 
within this 20-year period there will be a swing in this trend which 
will permit the market to take care of the houses that have had to be 
taken back. 

Mr. Vursetu. I am glad I asked you that question and elicited that 
answer because that is rather encouraging. 

Mr. Tuomas. Thank you, gentlemen. 

It has been very helpful to have you with us. It is always nice 
to see you and we hope that we have not delayed you for your appoint- 
ment at the White House. 

Mr. Mason. I want to thank you, Mr. Chairman, because you have 
been most thoughtful and considerate. I also want to thank you for 
the opportunity to talk with you about this housing matter which is 
certainly an important one in this country. 

Mr. Tuomas. The committee will be adjourned. 
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Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this afternoon representatives of the National 
Association of Home Builders, and we are certainly delighted and 
honored to have such distinguished guests with us as Mr. George 8. 
Goodyear, its very capable president; Mr. John M. Dickerman, its 
executive director, who is well and favorably known to this committee ; 
Mr. Joseph B. McGrath, the legislative director; Mr. Nathaniel H. 
Rogg, economist, and Mr. Charles McMahon, the information director. 

Also we have with us Mr. Bartling, the treasurer. 

Mr. Jonas. Mr. Chairman, would you yield at that point ? 

Mr. Tuomas. Mr. Goodyear, I was going to say that I understand 
you are from the hometown of our very able and dis tinguished col- 
league, the gentleman from North Carolina, and I was going to call 
upon the gentleman from North Carolina to welcome you like you 
should be welcomed here before this committee. 

Mr. Jonas. That is the reason, Mr. Chairman, I asked you to yield. 

Iam very proud to introduce one of my fine constituents to the 
committee. Mr. Goodyear comes from Charlotte, N.C. He is a 
native of Georgia and therefore a southerner by birth and tradition. 
He is an active home builder himself and now heads this National As- 
sociation of Home Builders. I do not know of anyone connected with 
the homebuilding industry who knows any more about it than he does. 

Mr. Vourseti. That 7 good. 

Mr. Jonas. He is a fine citizen of Charlotte, which is located in 
my district, and I am > diligent to welcome him here as a personal 
friend, and I know the committee will derive a great deal of useful 
information from listening to him testify. 

Mr. Tuomas. That is fine. If you are a friend of our distinguished 
colleague from North Carolina, you are friend of ours also. 

Mr. Goopygear. Thank you, sir. 

Mr. Tuomas. Do you have a statement for us, and if so, we will be 
delighted to listen to you. You may summarize it, or we will be glad 
to put it into the record, or you can read it. 

You may write your own ticket. 

















GENERAL STATEMENT OF Grorce S. GoopyEAR 









Mr. Goopyrar. Thank you, sir. Mr. Jonas, I certainly want to 
thank you and tell you that your district is very proud of you. We are 

very proud to have a man of your caliber here in the C ongress repre- 
senting us. 
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Mr. Thomas, I have a prepared statement of about 20 pages, but I 
am going to summarize the statement. Then I shall be happy to 
answer any questions which you may have. 


Mr. Tuomas. At this point we will insert the statement of Mr. Good- 
year into the record. 
(The statement referred to follows :) 


STATEMENT OF GreorGE S. GoODYEAR, PRESIDENT, NATIONAL ASSOCIATION OF 
HoME BUILDERS 


Mr. Chairman and members of the committee, my name is George 8. Goodyear 
and I am an active home builder from Charlotte, N. C. I appear here today as 
the president of the National Association of Home Builders, which is the sole 
spokesman for the organized home-building industry. We are gratified to have 
this opportunity to present to you our views on the current housing situation, 
on prospects for the future and on some of the current problems in the industry. 

This association represents a membership of 40,000 individual builders and 
associates affiliated in 293 local and State home builders associations in all 
areas of the Nation. The vast majority of all new-home production is built 
by our membership. Our headquarters is located in new National Housing Center 
at 1625 L Street here in Washington. 

I should like first to give you our general views of the current housing situa- 
tion both with respect to the present rate of home building and as to the prospect 
of meeting the Nation’s housing needs in the foreseeable future. 


THE HOUSING SITUATION GENERALLY 


Home building declines while economy expands 


The last 2 years have seen a decline in new home building from a record 
1955 high in the production of single family sales housing to an 8-year low point 
in the first half of this year. This period has also been characterized by a 
declining effectiveness of the Government credit aids and the related mass- 
production financing techniques, and hence, of the large-scale production tech- 
niques that did so much in the first 10 postwar years to make us the best housed 
Nation on earth and our new homes, both in quality and quantity, the center of 
world attention. 

[t is indeed a paradox that this decline in the industry’s effectiveness in pro- 
viding new housing for our growing population has taken place while the economy 
in general has risen to its highest level, thus far, of output of goods and services. 

Our gross national product in the second quarter of 1957 hit $443.5 billion, 
the climax of the longest sustained upward movement in this vitally important 
economic measure in the entire postwar period. This is the 14th consecutive 
quarter in which GNP rose, the 11th consecutive one in which it has set new 
national records. In the period from mid-1954 to mid-1957, GNP increased by 
$75 billion—a dollar total of increase alone higher than the entire GNP in any 
of the depression years from 1932 through 1935. 

The economy in general is still very strong. However, there are now signs 
of weakness, not the least of which is in home building. In our opinion the 
continued decline in home building will eventually have its impact on our over- 
all growth unless steps are taken to prevent it. 


The table below furnishes some of the pertinent measures of economic change 
between 1955 and today: 
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Comparison of housing starts and economic growth 


| Current level Percent change from— 


Date (1957) Amount 1 year 2 years 1950 
ago ago 





Private housing starts UR peda cachicicee —l1 —29 
Gross national product (billions of dollars) 2d quarter--_-_. ‘ +6 
Personal income (billions of dollars) d . +5 
Disposable income per capita: 

Current prices +3 
Constant (1956) prices (?) 
peneeies (million persons) y +2 
Industrial production (1947-49=100; seasonal +d 

adjustment). 
— and equipment spending (billions of | 3d quarter..-_- 37. +6 
ollars). 








1 Seasonally adjusted annual rate. 
2 Change of less than 0.5 percent. 


Severe housing decline 


In each of the last 6 months housing starts, on a seasonally adjusted annual 
basis have run consistently below the million mark. In no other month since 
1951 have housing starts fallen below the million mark. And, in our opinion, 
too much attention has been paid to the million number. There is no magic in 
a million housing starts, there is no virtue in a volume that barely exceeds the 
number produced more than a generation ago, in 1925. Even a million is short 
changing America on the volume of housing suited to its current needs and 
growth. 

About 506,800 new dwelling units were started in the first 6 months of this 
year, including 26,800 publicly financed units (mostly Capeharts). The 480,000 
privately financed units started in these months are down 13 percent from the 
same period of 1956, about 30 percent from 1955, and are the lowest 6-month 
volume since 1949. While May saw some slight improvement in private starts, 
such improvement came mostly in FHA and conventional starts; VA starts con- 
tinued their decline. Overall starts dropped slightly in June with VA starts 
some 51 percent below the June 1956 level. 

An examination of housing starts since 1955 shows a consistent pattern. 
Conventional financing, usually at higher prices, high downpayments and high 
interest rates has held its own, while the brunt of the decline is in FHA and 
VA housing. VA in particular has fallen off, from a 47,000 per month level in 
mid-1955 to a 12,000 monthly level in 1957. 

The recent mild improvement in FHA reflects not only the change to a 5 per- 
cent interest rate, but builders’ anticipations, in the last few months of a down- 
payment change to the levels permitted in the Housing Act of 1957. Failure to 
get that change made effective immediately upon Presidential approval of that 
legislation has undoubtedly dampened builder enthusiasm for the current build- 
ing season to an extent which may show up embarrassingly in summer housing 
starts. The attached table shows housing starts monthly by type of financing 
since 1955. (See exhibit A attached.) 


The decline is more than a decline in volume alone 

A. It is primarily a dropoff in moderate priced homes suited to the needs of 
the typical American families——The drop of more than 300,000 units between 
the seasonally adjusted annual rates of the first half of 1955 and the first half 
of this year is primarily a loss in the moderate priced homes produced under 
the FHA and GI programs. Seven out of every ten houses produced in the 
under $15,000 price bracket in 1955 were FHA and GI homes. In 1956, for ex- 
ample, the typical home-sales price was $14,500 according to the BLS. The 
typical FHA home in the same year, however, sold at $13,468, and the average 
VA home at $13,390. 

Home-sales prices have shown a sharp rise in recent years from $13,700 in 
1955 to $14,500 in 1956. The very sharp rise in sales prices for the 1956 and 
the 1957 home was not due to an increase in house prices per se, but a change 
in the type of housing to higher priced homes. It was the loss of the lower 
priced VA and FHA homes in 1956 (down 200,000 between 1955 and 1956, down 
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another 100,000 this year) which boosted the median sales prices and has con- 
tinued to keep it high so far in 1957. 

In 1955, at least 5 homes out of every 10 were produced under either the FHA 
or VA programs; today the figure is less than 3 homes out of 10. The low level 
of FHA applications and VA appraisal requests in recent months makes it ob- 
vious that no major improvement is in the offing. Despite some minor improve- 
ment in recent months, new units in FHA home applications for the first half of 
this year were down 26 percent from last year and in VA appraisal requests were 
down 53 percent. 

While the FHA program has shown some mild improvement recently, part of 
this reflects a shift from the lower interest rate VA program and its very sharp 
discounts. Some of it may well reflect anticipation on the part of builders of a 
more liberal downpayment schedule as provided in the bill approved by the 
Congress. 

B. There has been a dangerous trend toward an unsound mortgage financing 
pattern.—The low downpayment, long-term mortgage at relatively low interest 
was a fundamental factor in the progress of the industry during the past two 
decades in providing new homes for persons of moderate income. As a result of 
the disappearing market for this type of loan we have been forced to revert to a 
mortgage-financing pattern which we believe to be an utterly insecure founda- 
tion upon which to base this great industry. For a whole home production may 
continue at even today’s currently unsatisfactory levels, but only by increasing 
use of conventional financing, supplemented by expensive short-term second 
mortgages or by the use of contracts for deed or similar makeshift financing 
devices. In a recent survey by th NAHB of over 500 builders, 1 builder in 4 
stated that he was using second mortgages to some extent to sell his homes. 
Resort to such measures is made necessary by the fact that lower downpayment, 
single mortgage loans were not readily available to the typical home buyer. 
These trends appear to have accelerated somewhat this winter and spring. 

Such financing is, of course, far more costly in the end to the home buyer as 
well as making his financial situation far more precarious. While specific statis- 
ties are lacking, it is common knowledge in the trade that second trust financing 
costs the home buyer in discounts and interest charges up to twice as much as 
the cost of comparable per-dollar financing under a single mortgage such as that 
provided under the FHA plan. 

The many typical American families who are seeking housing today and who 
have the incomes to carry such housing are being forced more and more to this 
type of financing. Their major problem in the current situation is certainly not 
earrying charges, but the availability of sound, low downpayment financing. 
Thus, they resolve their problems by resort to unwise financing methods. 

C. While all types of building operations have been hurt, the hardest hit would 
appear to be the large-scale producers who were able in the past 10 years to use 
advantageously mass financing and mass production techniques, and who pro- 
duced much of the moderate priced housing—Much of our postwar housing 
progress has reflected the market leadership of the larger scale producers who, by 
virtue of the scope of their operations, were able effectively to utilize new con- 
struction techniques, cost-cutting devices, and provide home buyers with the 
financing advantages available under FHA and VA. In a recent NAHB survey 
of more than 500 builders, it is clearly the larger scale builders who are cutting 
back production most. And it is this group which has accounted for much of the 
lower priced housing produced under the FHA and VA programs. 

Many of them have broken up their organizations or retained only skeleton 
staffs. Under the best of conditions it will take a long time for the larger pro- 
ducers to reassemble their organizations and to begin housing production on any- 
thing like the scale at which they were operating only a few short years ago. 
Moreover, the psychological impact of Government actions in this field in recent 
years will certainly do much to make them cautious in any large-scale plans in 
the future. 

D. There is excess unused capacity in the home-building industry today.— 
The argument is made in some quarters that any improvement in home build- 
ing will be inflationary since the economy generally is operating at such high 
levels. This argument might hold water if home building were operating at 
full capacity. However, there are many signs of unused capacity. Lumber pro- 
duction is down; workers in the building trades are unemployed. Production 
in a number of industries related to home building, such as the appliance in- 
dustry, has dropped sharply and workers have been laid off. To put it mildly, 
these are not the conditions which make for inflation. 







































































































































































































786 








HOUSING NEEDS TODAY AND'IN THE NEXT FEW YEARS 


It is difficult to arrive at exact figures as to the extent of our housing needs 
and current national deficits in meeting them because of the lack of adequate 
statistics on which to base such a market analysis. The NAHB has on many 
occasions supported appropriation requests for the improvement of housing 
statistics. Unfortunately not all of these proposals have obtained congressional 
approval. 

Despite statistical gaps, it is still possible to draw upon some of the available 
data and to develop a general analysis of the nature of our housing need and 
the potential housing market in the years ahead. 

The population surge.—Basic to any discussion of our housing needs is an 
examination of population factors. Keeping pace with, and in some ways power- 
ing the great economic expansion discussed above has been the unprecedented 
postwar population growth, outstripping the predictions of even the most opti- 
mistic experts. Our population today is growing faster than at any time in our 
history. Live births totaled 4.2 million last year, and were at a rate of 25.0 
per thousand. The population is past the 171 million mark, up 20 million since 
1950 and should reach 229 million by 1975. In this decade alone, as Dr. George 
Cline Smith, vice president of the F. W. Dodge Corp. puts it, we will increase 
our population by a total as large as if we had suddenly annexed Canada, 
Australia and several South American countries. 

Household formation remains high.—Additional important evidence of the basic 
strength of the housing market is provided by the latest Bureau of the Census 
report on households. This report showed that in March of this year there were 
44.3 million nonfarm households, a gain of nearly 1.2 million over a year ago. 
These figures come at a time when some critics have been saying that there 
was no housing market because household formation was declining. Incidentally, 
even averaging in the recent year with the somewhat lower figures for the pre- 
vious year (ending March 1956), household formation for these 2 years is 10 
percent higher than the nearly a-million-a-year average for the period 1950-55. 

As a matter of fact, in retrospect, for the past 10 years, housing starts have 
been hardly adequate to meet requirements arising from new household forma- 
tion alone (as the attached exhibit B shows) to say nothing of meeting addi- 
tional requirements arising from demolitions, population migration and provid- 
ing the leeway needed for upgrading our housing standards. (Notrre.—The 
census of 1950 indicated that more than 6 million nonfarm dwelling units were 
substandard.) 

Increasing number of births of second, third, and fourth children.—Not only 
are the numbers of households and families increasing at an unexpected rate, 
but many of these families, particularly the newer ones are also larger families, 
as the following table shows: 


Number of births—by birth order 














Pereent 
Live-birth order 1954 | 1940 | change, 1954 

from 1940 

| Percent 
i ER Ek oo ee acne cmebeneeied 4, 078, 055 2, 558, 647 | +59 
i cctismdinupeiaietnmindabitdlndartbisadiaibidiinbnbnabiedbahd 1, 159, 644 940, 116 +23 
2d Seceicaunaabiaetantieie pondiiudiied ghana 1, 119, 393 639, 236 +75 
«BSE Sea a sae cgtehe tet nena th ciardsiatee idk vc tidieaee nc 785, 066 349, 941 +124 
Rr ret en dbase camaneabe ebieactddheenind 442, 800 205, 443 +116 
DEERE ob all Sees in wieeteidnsgusd shinee dtnbend ORE AS dab en eaahokal 234, 717 131, 099 +76 
NEE Fie site db cakicuandwlaneiicedeedsaeatiel banal -ted 206, 708 154, 138 +34 








Source: U.S. Office of Vital Statistics. 


To some degree this is counterbalanced in the population figures by longer 
life spans, and hence, an increasing number of older households with parents 
living alone while their children have formed their own households. Thus, the 
increasing number of children found in the younger families has not yet had 
very much effect in increasing average household size. But, in the home-buying 
age groups, the statistics suggest very sizable increases in household size, reflect- 
ing the increasing number of children in these younger families. 
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Population mobility and housing—Another source of demand for new homes 
is the fact that the existing inventory of houses is not entirely suited to the 
demands of the population. Population shifts from one part of the country to 
another create new demands even though they do not affect the total household 
formation figures. About 30 million Americans—9 million families—move each 
year. Of these, 114 million families move to another State. 

Between 1950 and 1955, while our total population grew 9 percent, Nevada 
gained 41 percent; Arizona increased 31 percent; Florida, 25 percent; California, 
23 percent, and Texas, 11 percent. In these and other States, the net in-migration 
of families is an important factor—and in some places, the most important—in 
the housing demand. 

Familiy income and housing demand.—We have already touched on the overall 
ecohomic situation and the gap between progress in home building and in other 
sectors of the economy. 

A corollary of economic growth is the continuing improvement in the incomes 
of American families, According to the most recent survey of consumer finances 
by the Federal Reserve Board, the income of the typical spending units (roughly 
the same as the family unit) has increased by 4 percent a vear since 1948. 
(This is in constant dollars after allowing for price changes. ) 

in recent years more than a million families a year have moved into the 
over $5,000 a year income bracket. As a matter of fact, the annual increase 
in the number of families with over $5,000 income in recent years exceeds the 
overall net increase in the total number of families, indicating an upgrading 
of typical American family incomes. There is reason to expect that this trend 
will continue through the decade, thus providing an adequate income base for 
the potential home-buying market in the years ahead. 

Apparently, many American families agree with this analysis of their economic 
future. Recent surveys for the FRB indicate not only that 45 percent of 
American consumers reported their incomes up from the previous year, but about 
the same proportion expected their incomes to go up again this year. This rise 
in consumer income is a positive factor of support to the housing market 
potential. 

Consumers want better housing—The University of Michigan’s Survey 
esearch Center recently did an analysis of the housing market to assess some 
of the consumer motivation factors. Dr. George Katona, who directed the 
study, concluded that there now exists “upgrading needs” of such magnitude 
that they represent an important additional element in the housing market. 

lis Significant study revealed considerable dissatisfaction with current housing 
Status on the part of consumers; one-third of those owning homes and two-thirds 
of the renters were dissatisfied with the homes in which they lived and wanted 
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Many of the “dissatisfied”? wanted larger homes for larger families and many 


wanted modern conveniences such as 1-story homes, or 2 bathrooms rarely found 
in older homes. 

In short, one of the big elements in the housing market today is based on the 
desire of our people to have a better place to live, and this in turn ties in with 
their optimism about their income and economic outlook. 

Removals from the supply of existing housing.—Another factor of growing 
importance in the housing market is the replacement demand generated by demoli- 
tions of existing dwelling units. While direct statistics on this vital aspect of 
the housing market are weak, the Bureau of Labor Statistics has estimated that 
the total number of dwelling units withdrawn from the supply in recent years 
has run in the neighborhood of 200,000 to 300,000. (Some, but not all of these 
units are substandard.) The expansion of the highway building program and 
the progress of urban renewal activities, as well as the increasing demands for 
office and commerical building can be expected to increase the number of homes 
demolished annually. The Census Bureau is currently engaged in a nationa! 
housing inventory which, when complete, will furnish more adequate data on this. 

Low vacancy rate indicates strong housing market.—A very sensitive indicator 
of the health of the market is the vacancy ratio. Here the evidence is strong 
that the number of vacant dwelling units in most places is relatively small. In 
fact, recent reports suggested that we are again moving in the direction of hous- 
ing shortages. Inthe second quarter of this year, the Bureau of the Census found 
that only 2.3 percent of the Nation’s housing inventory was vacant and avail- 
able for rent or for sale. This represents a sharp decline from the 2.8 percent 
reported vacant and available only 9 months ago and is only moderately above the 
level of the housing shortage period of 1950 when the comparable figure was only 









788 























































1.6 percent. Vacant homes for sale amount to only 0.5 percent of the supply, 
the same as in 1950. Many of the vacancies were apparently in less desirable 
rental housing which, while structurally adequate, lacked many of the amenities 
associated with modern-day housing. 

These extremely low vacancy ratios are not at all surprising in view of the 
recent decline in home building and the continuing high level of population 
and household formation. 

Conclusion.—In summary, available data strongly suggest the existence of a 
considerable deficit in meeting our housing market potential, particularly among 
families in the middle and lower income levels. It is obvious that realization 
of this potential is in very large measure dependent on the ability of the indus- 
try to provide housing suited to the requirements of potential purchasers. That 
is, requirements, not only in size, location and home price, but also in credit 
arrangements, including downpayments, maturities, and carrying charges suited 
to the financial status of this mass market potential. 

The current seasonally adjusted annual level (970,000 in June of 1957) pro- 
vides a new housing production volume of only about 70 per 10,000 population, 
compared with 111 per 10,000 as recently as in 1950. It is obviously hardly ade- 
quate to meet the average annual requirements of recent years arising out of new 
nonfarm household formation alone. On balance, it is obviously less than the 
nonfarm household formation plus units needed to compensate for removals 
of older units from the existing supply. 

Even if we were to assume that current production levels are adequate to 
meet needs arising from only these two sources—household formation and re- 
movals from the supply—the current volume permits scarcely any leeway to al- 
low for raising the overall housing standards of the American people as reflected 
in the 1950 census. 

Moreover the current volume provides little elbow room to meet family needs 
for more and larger houses as such needs are reflected in the increasing num- 
ber of second, third, and fourth children. And, at current levels, it will be dif- 
ficult to meet adequately the housing requirements created by the great waves 
of population migration, particularly to the “sun” areas and growth areas of the 
country. 

And finally, all the data available suggest the existence of adequate and rising 
income among our families which should make possible the translation of “needs” 
into “demand” at the market place, providing only that satisfactory financing, 
and the right market mechanisms and pricing patterns are developed and made 
available to the American consumer. 


HOUSING ACT OF 1957 SHOULD PROVE OF MATERIAL AID TO INDUSTRY 





When President Eisenhower signed the Housing Act of 1957 on July 12, I said 
in a press statement that it “should go far toward insuring the growth of home 
ownership in the United States.” At the same time, I made clear that although 
the bill is a signfiicant step in housing legislation, I felt it was incumbent on 
the Federal agencies concerned to make the new FHA downpayment provisions 
in the act effective immediately. I am frankly disappointed that this has not 
been done to date. 

The new Housing Act was approved in both Houses of Congress with strong 
bipartisan support. Of major interest to the home-building industry are those 
provisions relating to FHA and FNMA. So far as we know, there is no re- 
maining controversy on these provisions, with two major exceptions: the time 
at which the new lower FHA minimum downpayment requirements will be made 
effective and the manner in which the FHA and VA will fix “reasonable limits” 
on charges, fees, and mortgage discounts. If proper administrative action is 
taken on both of these problems, the new Housing Act of 1957 should prove of 
material aid to the industry. 

















NEW FHA DOWNPAYMENTS SHOULD BE MADE EFFECTIVE IMMEDIATELY 








We believe strongly that the FHA should be permitted to place its newly au- 
thorized minimum downpayment requirements into effect at once. This has 
not yet been done and there have been reports quoting administration sources 
to the effect that it would not be done because it would be inflationary. 

In our view, the current housing situation which I have already outlined to 
you more than justifies action placing these downpayments into effect at once. 


It is my understanding that the housing agencies concerned share this view. I 
am hopeful that the final decision of the administration will be favorable. 

The steady decline in new home-building production, the absence of any short- 
age in building materials or labor, the elimination of the GI home loan program, 
and the demonstrable need of the country for a continued high production of 
lower cost housing amply support our position. As a practical matter, more- 
over, the timelags involved in land development and home building make im- 
possible any quick or inflationary result to flow from placing these downpay- 
ments into effect at this time. On the other hand, if they are not made effective 
promptly, it is unlikely that the current rate of annual production will be main- 
tained this year, and plans for next year’s production will be greatly hampered 
and seriously delayed. 


MORTGAGE DISCOUNT CONTROL WILL BE DIFFICULT TO OPERATE EFFECTIVELY AND OF 
DOUBTFUL VALUE 


We have continuously expressed the concern of home builders over the mortgage 
discount problem and made clear that we most certainly do not like or favor 
the heavy discounts which have been charged over the past year for VA and, to 
a lesser extent, FHA mortgages. These discounts must necessarily come out 
of our profits, because an independent appraiser sets the ceiling price on VA- 
financed homes, and the competitive market prevents any corresponding price 
increase in FHA-insured homes. Also, the final discount which many build- 
ers end up paying is not settled until long after the project has been completed 
due to warehousing and other practices common to the secondary mortgage mar- 
ket. The inability of builders to absorb discounts now required on VA-guaran- 
teed loans is in large measures responsible for the effective termination of this 
program. 

Nevertheless, we do not believe it probable that discounts can be successfully 
limited or prevented by law. We agree with the views expressed by President 
Eisenhower in his statement upon signing the Housing Act (H. R. 6659). The 
President said, “Discount controls, however flexibly they may be administered, 
intrude into and interfere with the operation of the private home finance sys- 
tem. Such controls have been tried before and have been found to be unsuccess- 
ful in accomplishing their avowed purpose. The Congress should remove this 
impediment to a healthy private housing economy early in the next session.” 

In our testimony before the House and Senate Banking Committees, we made 
clear that we felt the solution lay in providing ample authorization and funds 
for FNMA. Naturally, there are limits to FNMA’s power to support the market. 
However, FNMA can be of great influence in minimizing prevailing discounts by 
operating its secondary market so as to work gradually toward higher mortgage 
prices. The increased borrowing authorization given FNMA by the new Hous- 
ing Act should prove helpful in this respect. 

s3oth FNMA and private investment sources will be prevented from support- 
ing the mortgage market if FHA or VA should fix limits on mortgage discounts 
which are above the current market in any given area. If the limit is fixed 
above FNMA’s purchase price, this will remove FNMA’s support and defeat the 
very purpose of the agency. Also, control of discounts will have a tendency to 
accelerate the flow of mortgage investments toward conventional loans which, 
generally speaking, fall into a higher price class than FHA-insured lending. 
Discount control, therefore, may well defeat the fundamental purpose of the new 
Housing Act to revive FHA lending and thereby again make possible moderate 
and lower cost housing. 

VA DIRECT LOAN PROGRAM 


It is my understanding that this committee would like also to have our views 
on the VA direct home loan program. As a matter of principle, this association 
has never urged or given support to a Federal direct home loan program, whether 
administered by the Veterans’ Administration or any other agency. The VA 
direct loan program as operated since its inception, however, has in our view 
been wisely administered and we have no criticism of its operations. The bill 
which is now before the Senate and which has already passed the House (H. R. 
4602) would alter the present VA program so as to make it more workable from 
the builders’ standpoint. 

It has been suggested from time to time over recent months that the VA direct 
loan program be largely expanded so as to counteract the disappearance of the 
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ineffective VA loan guaranty program. We do not believe such a proposal is 
feasible. At the end of April in this year, for example, the total of VA direct 
loans closed and fully disbursed amounted to almost $657 million, whereas the 
total closed VA home,loans guaranteed amounted to well over $40 billion, and 
using private money. It might take from 7 to 8 billion dollars annually to sub- 
stantially replace the loan guaranty program at anything even close to its volume 
of operations during 1955. 

It is true that the present VA direct loan program benefits only those areas 
which are largely rural or semirural. On the other hand, the VA loan guaranty 
program has benefited primarily metropolitan areas because it relies on the 
active participation of large-scale mortgage investors and is therefore primarily 
useful to large-scale project building. Insofar as these metropolitan areas are 
concerned, it is our opinion that if the Administration places the new FHA 
downpayments into effect promptly, this should in great measure counterbalance 
the lack of funds for the loan guaranty program. Also, the operations of the 
FNMA secondary market and special assistance programs should provide effec- 
tive support and supplementary financing assistance for this FHA market. 

For the rural and semirural areas, it is our opinion that the current bill before 
Congress, H. R. 4602, which would slightly increase and continue the present VA 
direct loan program, will provide about as much assistance as is possible under 
the circumstances. We are hopeful in addition, however, that FHA will also 
become of much greater use in these areas. I Know that the officials in the FHA 
are anxious to find the means of extending their programs so that people living 
beyond metropolitan areas will be able to take advantage of FHA financing. 

The voluntary home mortgage credit program should prove of benefit here 
also. We have supported this program since its inception. I have had the honor 
to have been a member of the National Committee of VHMCP for the past 8 
years. I think its continuation is wise and that it has already accomplished a 
great deal in acquainting private investors with the value of servicing areas 
which, up till this time, have not been reached. 

I am very happy to have had the opportunity to present these views to this 
committee and stand ready to answer any questions you may have. Thank you. 


Exursit A 


FHA and Va starts compared with all private housing starts 
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TEN YEARS OF NONFARM HOUSING STARTS 
COMPARED WIT HOLD FORMATION 
ons 
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SEVEN OUT OF TEN OF ALL HOUSES 
PRICED UNDER $15,000 WERE PRODUCED 
UNDER THE VA AND FHA PROGRAMS 


(BASED ON 1986 DATA} 


PRICE CLASS PERCENT OF HOUSING STARTS 
20 490 69 80 
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Mr. Tromas. Mr. Goodyear, if you will proceed with the summari- 
zation of your statement, we shall be eae to hear from you. 

Mr. Gooprrar. My name is George S. Goodyear, and I am an active 
home builder ee Charlotte, N.C. I appear here today as the presi- 
dent of the National Association of Home Builders, which is the 
sole spokesman for the organized home-building industry. I have 
here with me some members of my staff. 

We are gratified that this committee has asked us here to present 
to you our views on the current housing situation, on prospects for 

he future and on some of the current problems i in the industry. 

It is my understanding that you wanted also our views on the new 
FH A downpayment schedule, on mortgage-discount controls, and on 
the VA direct-loan program. 

Mr. Tuomas. You might add to that your judgment, and that of 
your staff, on the number of new starts we will have during this calen- 
dar year as compared with last year, and what your judgment is with 
reference to a continuation of the present interest rate on money for 
housing purposes, whether or not that interest rate will remain the 

~ for the next fiscal year, and what recommendations you have 
o change the situation if you think it should be changed. 

You may proceed. 

Mr. Goopyrar. I would like to state for the record that this associ- 
ation represents a membership of 40,000 individual builders and as- 
sociates affiliated in 293 local and State home builders associations in 
all areas of the Nation. The vast majority of all new home produc- 
tion is built by our membership. Our headquarters is located in the 
new National Housing Center at 1625 I Street here in Washington. 

My prepared statement deals in detail and at ler 1gth with the hous- 
ing situation generally and the housing needs of today and in the 
next few years, and on the other points for which you asked our 
views. I should like, with your permission, to give you now a brief 
résumé of its highlights. 


HOME BUILDING AND THE GENERAL ECONOMY 


Home building has declined during the last 2 years from a record 
high in 1955 to a 9-year low in production. This decline has occurred 
while the general economy has risen to its highest levels and our popu- 
lation and household formations have burgeoned beyond all the ex- 
pectations of our experts. A continued decline, you can realize, will 
have its impact on the Nation’s overall growth in a very short period, 
Already lumber production is down; building trades workers have 
been laid off; the appliance industry which supplies so much for hous- 
ing is suffering. 


THE RECORD AND THE FUTURE 


Housing starts on an annual basis are below the million mark. The 
figure of 1 million, itself, is no magic one. Even a million new homes 
each year will not meet the population growth, the economic growth, 
and the obsolescence of older housing. 

A brief look at the statistics—the annually adjusted rate of hous- 
ing starts now is 970,000 units, a drop of more than 300,000 units 
from the annual rate of the first half of 1955. It has been primarily 
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a loss in the moderate-priced homes produced under the FHA and 
VA programs. Home sales prices, on a median basis, have risen 
from $13,700 in 1955 to $14,500 in 1956. This was not due only to 
rising costs for land, labor and materials, but to a change in the type 
of house being erected—fewer lower priced VA and FHA homes were 
being pr oduced. 

Why has it occurred? The increasing tightness of the money mar- 
ket, which hit mainly at the home- buildin industry, virtually ended 
VA building and considerably slowed FH x building. What has hap- 
pened ? Some home builders have been forced to revert to a mort- 
gage financing pattern which we believe is unsound. In contrast 
to the low downpayment, the long-term mortgage at relatively low 
interest which helped build the prosperity of the home- building in- 
dustry and the Nation during the past two decades, there has ‘been 
a return to other types of financing , including expensive short-term 
second mortgages. In the end, this fin: uncing 1s much more costly to 
the home buyer eranda dangerous trend in our economy. 

The effect: Many American families seeking housing today and who 
have the income to pay for such housing under the newly enacted FHA 
terms are being forced more and more to second mortgages. and in 
some cases, third mortgages, or are being squeezed out of the market. 
What they need is sound low downpayment financing as provided in 
the new housing legislation. But they are being forced to resolve their 
problems by unwise financing methods. The large-scale producers of 
housing who were able in the past 10 years to use mass financing and 
mass produc tion techniques have been hard hit. Their organizations 
have been skeletonized; the cost-saving techniques and new construc- 
tion devices hampered. 

HOUSING NEEDS TODAY 


What are housing needs today? Housing starts are barely adequate 
to meet requirements from new household formation alone to say 
nothing of meeting additional requirements from demolitions, popula- 
tion migration, and the leeway needed to upgrade our housing stand- 
ards. The population now is over 171 million. It should reach 229 
million by 1975. There were 44.3 million nonfarm households, a report 
showed in March, a gain of almost 1.2 million over a year ago. Ironi- 
cally, this big gain comes at a time when misinformed experts have 
been saying there is no housing market because household formations 
have been declining. And families are growing bigger. There have 
been amazing increases in the number of third and fourth, and fifth 
births, 

Other factors influencing demand: The population of the United 
States is still moving. Population shifts from one area to another cre- 
ate new demands. Nine million families move each year. While our 
total population between 1950 and 1955 grew only 9 percent, the in- 
creases were far beyond that in such States as Texas, Nevada, Arizona, 
Florida, California, to name only a few. The incomes of American 
families continued to grow. In recent years more than a million 
families a year have moved into the over $5,000 a year income bracket. 
Sonsumers want better housing. This was shown recently in an anal- 
ysis by the University of Michigan’s Survey Research Center. Many 
want larger homes. Many want more conveniences in their homes. 
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Another factor is the replacement demand generated by demolitions of 
existing dwelling units. It is estimated that 300,000 living units are 
withdrawn each year from the supply. The expanding highway pro- 
gram will create new communities. We may be moving again in the 
direction of a housing shortage with all the problems that would entail. 
The Bureau of Census found in the second quarter of this year the 
vacancy ratio was only 2.3 percent of the Nation’s housing inventory 
as compared with the 2.8 percent report only 9 months ago. 


SUMMATION 


Summing up: All data point to the fact that we are nowhere meet- 
ing our market potential, particularly among families in the middle 
and lower income levels. It is obvious that what is needed to fill the 
needs of the mass market potential are proper credit arrangements, 
including reasonable downpayments, maturities, and carrying charges. 

Mr. THomas. May I interrupt you at that point ? 

Mr. Goopyear. Surely. 

Mr. Tuomas. You alluded in rather direct terms 2 or 3 times to the 
downpayment. The downpayment may be quite important in closing 
the deal but it is far from being overall the most important item in the 
purchase of a house. What about your interest charges, and other 
features besides your downpayment? 

What about your discount, what about the term of your mortgage, 
and so forth? I did not intend to interrupt your statement. You may 
go ahead. 

Mr. Goopygar. I am going to get into that a little later in my state- 
ment. 

The current seasonally adjusted annual level of production—970,000 
units in June—provides a new housing production volume of only 
about 70 per 10,000 population, as compared with 111 .per 10,000 as 
recently as 1950. It is obvious that this level is hardly adequate to meet 
the average annual requirements of recent years arising out of new 
nonfarm household formations alone. And there is little elbow room 
under current production to meet family needs for larger and more 
houses as indicated by the increasing number of second, third and 
fourth births of children. And, finally, all data suggest that incomes 
will continue to rise and make it possible for all American consumers to 
purchase the homes they want provided satisfactory financing and 
the right market mechanisms and pricing patterns are developed and 
made available to them. 





HOUSING ACT OF 1957 


Mr. Chairman, if you will turn to page 15 of my statement, I would 
like to make some comments on the Housing Act of 1957. 

Mr. THomas. You may proceed. 

Mr. Goopyrar. When the President signed the Housing Act of 
1957 he said at the time that “it should go far toward insuring the 
growth of home ownership in the United States.” 

I felt it was incumbent on the Federal agencies concerned to make 
the new FHA downpayments provisions in the act effectively immedi- 
ately. Iam frankly disappointed that this has not been done to date. 
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Of major interest to the home-building industry are those provisions 
relating to FHA and FNMA. So far as we know there is no remaining 
controversy on these provisions, with two major exceptions—the time 
at which the new lower FHA minimum downpayment requirements 
will be made effective, and the manner in which the FHA and VA 
will fix reasonable limits on charges, fees and mortgage discounts. 

Mr. Tuomas. If the gentleman will yield there, it is a pretty good 
guess that some pronouncement will be made in that regard no later 
than Saturday of this week. What the pronouncement will contain, 
we have no information. 

Mr. Goopyear. Well I should like to come back to that, if I may. 

If there is a proper discount control put into effect so that it can be 
used, I would say that the Housing Act of 1957 should prove a mate- 
rial aid to the industry. 

On the matter of FHA down payments, I would say that the current 
housing situation that I have already outlined more than justifies 
placing these down payments into effect at once. It is my understand- 
ing in our talks with the heads of the agencies that they are very much 
in favor of placing these lower down payments into effect immedi- 
ately. I am hoping that the decision which the administration makes 
will be favorable. 

However, if they are not made effective promptly it is unlikely that 
the current rate of annual production will be maintained this year, 
and plans for next year’s production will be greatly hampered and 
seriously delayed. 

We have continuously said that the mortgage discount problem is 
one which we do not like. We do not favor the heavy discounts which 
have been charged over the past year for VA, and to a lesser extent 
FHA mortgages. These discounts must necessarily come out of our 
profits, because an independent appraiser sets the ceiling price on VA- 
financed homes, and the competitive market prevents any correspond- 
ing price increase in FHA-insured homes. 

The inability of builders to absorb discounts now required on VA- 
guaranteed loans is in large measure responsible for the effective ter- 
mination of this program. We do not believe that it is probable that 
discounts can be successfully limited or prevented by law, and we 
think the Congress should remove this impediment to a healthy pri- 
vate housing economy early in the next session, or as soon as oessiiile 


MORTGAGE DISCOUNTS 


In our testimony before the House and Senate Banking committees, 
we made clear that we felt the solution lay in providing ample au- 
thorization and funds for FNMA. 

We know there are limits to FNMA’s power to support the market, 
but FNMA can be of a very great influence in minimizing prevailing 
discounts by operating its secondary market so as to work gradually 
toward higher mortgage prices. However, FNMA and private in- 
vestment sources will be prevented from supporting the mortgage 
market if FHA or VA should fix limits on mortgage discounts which 
are above the current market in any given area. 

Mr. Tuomas. Will you please repeat that statement ? 

Mr. Gooprrar. In our testimony before the House and Senate Bank- 
ing Committees, we made clear that the solution to this lay in pro- 
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viding ample authorizations and funds for FNMA, We know there 
are limits to FNMA’s power to support the market. However, FNMA 

can be of great influence in minimizing prevailing discounts by oper- 
ating its secondary markets so as to work gradually toward higher 
mortgage prices. Both FNMA and private investment sources will be 
prevented from supporting the mortgage market if FHA or VA 
should fix limits on mortgage discounts which are above the current 
market in any given area. 

Mr. Tuomas. Even though FNMA picked it up ? 

Mr. Goopyrar. Well, let us assume that FNMA’s discount is 8 points, 
and the VA says that the only allowable discount you can pay is 5 
points. You cannot sell VA mortgages to FNMA then. 

Mr. Tromas. Well, now, it is a question of who leads whom, and 
who follows whom. FNMA has authority to follow the market. 
Suppose VA and FHA fixed the market. Then it is incumbent upon 
FNMA to pick them up. Therefore, I disagree with your statement. 
You may proceed. 

Mr. Goopyear. Because of the manner in which FNMA en 
They are directed to operate the agency in a businesslike manner 
They cannot operate any other way under this setup. 

Mr. Tuomas. Oh, well, if you are going to say you are going to fol- 
low the market, there is no need of setting a floor then, is there? You 
are using contradictory terms, but go ahead. 

Mr. Goopyrar. We think that the control of discounts will have a 
tendency to accelerate the flow of mortgage investments toward con- 
ventional joans which, generally speaking, fall into a higher price 
class than FHA-insured lending. Discount control, therefore, may 
well defeat the fundamental purpose of the new Housing Act to re- 
vive FHA lending, and thereby again make possible moderate and 
lower cost housing. 

VA DIRECT LOAN PROGRAM 


On the VA direct loan program as a matter of principle, this asso- 
ciation has never urged or given support to a Federal direct home- 
_ program, whether administered by the Veterans’ Administration 

> any other agency. The VA direct- loan program as operated since 
it inception, however, has in our view been wisely administered, and 
we have no criticism of its operations. 

It has been suggested from time to time over recent months that. the 
VA direct loan program be largely expanded so as to counteract the 
disappearance of the inetfective VA loan guaranty program. 

We do not believe such a proposal is feasible. At the end of April 
in this year, for example, the total of VA direct loans closed and fully 
disbursed amounted to almost $657 million, whereas the total closed 
VA home loans guaranteed amounted to well over $40 billion, in the 
use of private money. 

Mr. Tuomas. $657 million out of that $738 million authorization; 
is that right? 

Mr. Goopyrar. Yes, sir. It might take from $7 billion to $8 billion 
annually to substantially replace ‘the loan guaranty program at any- 
thing even close to its volume of operations during 1955. 

Mr. Tuomas. They will do $5.75 billion a year. I do not know 
where you get your $7 million figure. The total volume was only 
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$5.75 billion if my memory serves me correctly. How does your $7 
billion fit in? 

Mr. Goopyzar. I am saying in 1955. 

Mr. Tuomas. I am using last year’s figure. 

Mr. Goopyzar. I am taking into account the larger mortgages that 
will be placed in 1958 than were placed in 1955. 

— Tsomas. 1955 was your biggest year. You will not approach 
that. 

Mr. Goopyrar. But you have a larger mortgage. Your mortga 
in 1955, let us say, was $12,000; whereas, in 1958 it probably would “ 
$15,000 or $16,000. 

Mr. Tuomas. I thought you meant in volume of business. You may 
proceed. 

Mr. Goopyzar. You are also taking into account price increases. 

While it is known that the present. VA direct-loan program bene- 
fits only those areas which are largely rural or semirural, we think 
the VA loan-guaranty program has benefited primarily metropolitan 
areas because it relies on the active participation of large-scale mort- 
gage investors, and is therefore primarily useful to large-scale project 
building. 

We think if the administration places the new FHA downpayments 
into effect promptly, this should in great measure counterbalance the 
lack of funds for the loan-guaranty program. The operation of 
FNMA in the secondary market should provide effective support for 
this FHA market. 

We think for the rural and semirural areas the bill H. R. 4602 will 
provide about as much assistance as is possible under the circumstances 
in the direct-loan field. 

We are hopeful, however, thrat FHA will also become of much 
greater value in these areas. We know that the officials in the FHA 
are anxious to find the means of extending their program so that the 
people living beyond metropolitan areas will be able to take advan- 
tage of FHA financing. 


NATURE OF VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


We think the volume of Voluntary Home Mortgage Credit Program 
should prove of benefit here also. I have had the honor to have been 
a member of the National Committee of VHMCP for the past 3 years, 
since it was first set up by the Congress, and I think its continuation 
is wise. It is already accomplishing a great deal in acquainting pri- 
vate investors with the value of servicing areas which up until this 
time have not been reached, and which have largely been ignored. 

Mr. Tuomas. The Voluntary Home Mortg: ige Credit Program 
would not have been in effect if you had not put direct loans in effect 
in the VA, and if you take direct loans out of the VA, how long will 
the voluntary mortgage credit program stay ? 

Mr. Goopyear. Mr. Chairman, I think that the VHMCP was a new 
thing. It was something new, and it took the direct loan program prob- 
ably to make the lenders come through with a program of their own. 

Mr. Tuomas. You may have a point there, Mr. Goodyear; you may 
proceed. 

Mr. Goopyrar. That is about all I have to say, Mr. Chairman. 











Mr. Tuomas. Well, you have made a very fine statement. 
Off the record. 


( Discussion off the record.) 
FUTURE AVAILABILITY OF MORTGAGE FINANCING 


The industry is suffering, and we know it. I do not know what we 
can do. Certainly direct loans are not the answer. I think it is gen- 
erally agreed in here within certain limitations that there is nothing 
wrong with your business that some mortgage money at a reasonable 

rate of interest would not cure. If you can ‘tell us where that money 

is coming from or how we can help you get it, we might be getting 
some place. I do not know what the answer is, and I do not know 
that anyone else does. The economists in the country seem to think 
that there is not going to be much change in the housing pattern for 
the next 6 to 12 months. Whether they : are right or wrong, I do not 
know. If they are right, it is going to be a little rough. They all 
agree that there is plenty of money. I am not so sure about that, 
and they say there is nothing wrong that a higher interest rate will 
not cure. 

Mr. Goopyrar. We do not agree with that. 

Mr. Tuomas. That is where we are inclined to go along with your 
argument. We would like to hear from your economists. Some of 
the financial journals are beginning to mention it and they mention 
it with successive rapidity and say ; that there is a falling off in the 
orders of fabricated steel, for instance, and that there is a falling off 
in the orders of certain ‘types of machine tools. Those are pretty 
important straws in the wind; are they not? 

Mr. Roae. Yes, sir. There is a backlog of machine tool orders but 
it has dropped from about $8 billion down to about $5 billion. 

Mr. Tomas. Or about 25 percent. 

Mr. Roae. Yes. 

The thing they are talking about, I suppose, and the one you are 
referring to, is that : any diminution in these areas might mean a lessen- 
ing demand for capital for plant expansion. 

Mr. Tuomas. That is right. Fabricated steel is the leader of the 
heavy construction industry. They are eating up their backlog now, 
and deliveries are being made, but what they are delivering now was 
booked 15 or 18 months ago. 

So what it leads to, if these straws are an indication of future events, 
is that heavy industry instead of consuming $37 billion to $38 billion 
a year like they have this year, and last, ‘for plant expansion, that 
money can go into housing. However, it does not stop there. If they 
stop building then there is some unemployment around the corner, 
and some deflation, and if there is some deflation and a lot of unem- 
ployment, will you build any more houses under those circumstances 
than you are building now under high prosperity and high interest 
rates? 

Mr. Roca. Well, in the 1954 recession, which happens now to have 
been nothing but a statistical error, the home building industry moved 
in real fast, and consumer income did not drop very much; 1954 was 
the generative force in our 1955 volume. 
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Mr. Goopvyrar. If I may, I would like to go on record and say that 

we are not in favor of a high interest rate. We have consistently said 
that housing cannot prosper and people cannot buy houses with a high 
interest rate. 

We recognize in a money market such as we have now that we cannot 
compete for money for this industry with the manufacturers of auto- 
mobiles, finance companies, and w ith other manufacturers, because 
they can pay any price for money. If our rates rise to 6 perce ent, they 
can go to 7; if our rates rise to 7, they can go to 8. All they do is add 
that cost to their product and get the money, where we cannot do it. 
There is a limit to the amount of money people can pay in interest 
for houses. 

REDUCTIONS IN CONSTRUCTION COSTS 


Mr. Vursett. May I ask this question at this point. Do you have 
any way of knowing how much inflation there has been in the past 5 
years in labor cost ? 

Mr. Roce. The average hourly wage in the building industry has in- 
creased by better than 45 percent in that period. 

Mr. Goopyzar. I would like to add that 45 percent has not been 
reflected in higher prices for housing. By means of ingenuity, new 
products, new building techniques, the builders have been able to 
absorb some of that cost because they have cut it off. Instead of it 

costing, let us say, a thousand dollars in labor to build a house, by new 
techniques and by the use of component parts, and = forth, they have 
been able to reduce the cost of onsite labor say to $700. 

Mr. Vursett. Who has been responsible for the new techniques ? 

Mr. Goopyrar. Home builders. We do quite a research job. Also 
the individual home builder is a very ingenious fellow. He has to be 
to stay in business. 

We have “trade secrets,” as we call them. We exchange those 
through our national association. We have a construction depart- 
ment. When some builder learns a new way to do something, he turns 
it in and we work it out and disseminate that information to our mem- 
bers. Ifa fellow down in North Carolina does something new, in about 
3 month’s time everybody else in the country knows about it. 

Mr. Jonas. Is the use of ready-mixed mortar an illustration ? 

Mr. Goopyrar. Yes. 

Mr. Jonas. You use to put up a screen and shovel sand through it. 

Mr. Goopyrar. It is never mixed on the job any more except in some 
areas where labor restrictions exist and they still require that the 
concrete be mixed on the job. 

Mr. Vurseti. Do you know what the average cost nationwide is 
per hour for carpenters ? 

Mr. Goopyear. It varies by regions. Mr. Rogg has that. In some 
areas the hourly wage is $3.50, in another it is $3.75. 

Mr. Roge. I do not have the average for carpenters. I do have for 
plumbing and heating, painting, decorating, electrical work. 

Mr. Vorsetn. What is plumbing? 

Mr. Roca. The national average is $3.06 per hour. 

Mr. Voursetx. That is for plumbers. What is it for electricians? 

Mr. Roca. The electricians are $3.37. 

Mr. Goopyear. Do you have bricklayers? 
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Mr. Roce. I do not have the bricklayers, but it would run a little 
higher. 

Mr. Goopyrar. In some areas the bricklayers make about $40 a day, 
and instead of laying 2,000 bricks a day they lay 800. They can pro- 
duce 2,000 bricks a day, but in some areas they only lay six to eight 
hundred bricks a day and get $30 to $40 a day. 

Mr. Vursett. I have heard it said they are limited to 500 bricks a 
day in some areas. 

Mr. Gooprear. Maybe so. They go to work at 7 o’clock and if they 
lay the 500 bricks by 2 2 o’clock, they knock off. 

‘Mr. Vursext. The facts are that you people, through ingenuity, 
reduce the cost but still the facts are ‘that one of your very big costs 
in the total sum of the building of the house is the labor that goes into 
it and the wages that go into it, is that right? 

Mr. Goopvyrar. Yes, sir, but we have reduced the amount of on- 
site labor required to build a house considerably because we are using 
component parts. We are using new techniques which reduce the 
amount of labor required to assemble a house on the site. 

Anything we can buy from factories already manufactured is help- 
ful, such as w indow units that do not require assembling or doors 
that are prehung in the jambs. Factory labor is cheaper than on- 
site labor. Asa result, we buy that factory product. 

Mr. Vursetu. I presume the extremely high labor costs that you 
refer to, where they have certain regulations where they do not allow 
you to use ready mixed concrete, occurs mostly in the big cities. 

Mr. Goopyrar. That is right. 

Mr. Vurse.u. They have some ordinances in the big cities that they 
do not repeal or change, which gives protection to the tradesmen in 
those cities. 

Mr. Goopyear. They have ordinances which create higher costs 
but which are not reflected i in greater value. That does not only occur 
in big cities. It occurs in many small towns and in medium sized 


towns. The building codes were written 50 years ago, and they have 
not been revised. They take no cognizance whatsoever of in iproved 
produc ts. For instance, in my own town on a trussed roof—a trussed 


roof is much stronger than a regular frame roof. As a matter of 
economy we put them 24 inches on center. A building code says that 
roof rafters have to be 16 inches on center. If J use a truss, I still have 
to put it 16 inches on center. It costs me more to use the improved 
technique than the old way. 

They also require doub le \ ‘enting of toilets, lavatories, et cetera, and 
maybe extra high strength cast iron pipe. That is not necessary but 
it was put in 30 years ago when cast iron pipe was not as highly 
scientifically made as it is today, and it had weaknesses in the wall 
which have been eliminated tod: ay by the automatic making of east iron 
pipe. But they still keep t he old code there. 

Our building codes in many cities are just as responsible as in- 
creased cost of material and high labor cost for keeping the cost of 
housing higher than it should be. 

We are making some progress, but it is just like hitting a stone 
wall. 

Mr. Evrns. The old building code situation is an interesting ob- 
servation and new to me. I know of some of the other contributing 
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costs to high home building at this time. 
have those codes brought up to date? 

Mr. Goopyrar. We have been working on that for 15 years on a 
national basis, but the only way we make progress is in individual 
localities where our builders continually spend their time beating on 
doors and trying to get changes made. 

Mr. Evins. As a matter of information, we hear a lot about the 
number of brick that a good bricklayer can lay during a day. Some 

say 400, some say 500, some say 2,000. I can understand why there 

should be some standard as to the hours of labor. For 1 or 2 days’ 
work you are all right, but on a large project if bricklayers continue 
excessive production over a long time, it would be exhaustive of 
physical conditions and possible impairment of health. 

What is proper, what is right, what is your recommendation? 

Mr. Goopyrar. You mean for the number of bricks to be laid ? 

Mr. Evrns. Yes. 

Mr. Goopyrar. It is very easy. In many areas we subcontract the 
laying of brick, not on an hourly basis. We take a subcontractor who 
works on the job with the men. His men lay 1,500 to 2,000aday. On 
an hourly basis he will lay 600. 


Are you doing anything to 


TERMS OF MORTGAGE FINANCING 





Mr. Evrns. I notice you said low interest rates, low down payment, 
and long amortization period were the contributing factors to building 
homes in this country, and that the reverse is true today. High in- 
terest rates, large down payments, and short-term amortization is the 
prevailing situation in the money market and building industry today. 

When did this change substantially take place? 

Mr. Goopyear. It started i in early 1955. 

Mr. Evrns. Why? Give us some background information. 

Mr. Goopyrar. It can all be attributed to tight money. As money 
has become tighter, the cost of it has continually risen. Industry has 
had a terrific expansion in the past 3 or 4 or 5 years. They have paid 
more for money than we could pay. We have a limiting factor. It 
has been 414 percent as the m: aximum interest rate we could pay. In- 
dustry can pay 6, 7, or 8 percent. They can issue all kinds of bonds, 
sell them at a hundred but they are called at 105. They have fast tax 
writeoffs, rapid amortization, and that sort of thing we are precluded 
from. We have nothing of that sort that will help us go into the 
market and compete for money. 


BUILDING 





INDUSTRY'S RECOMMENDATIONS FOR HOUSING 














Mr. Evtns. We hear a lot about the tight money situation and the 
high interest rate that keeps climbing, and all the members of this 
committee are concerned as are members of other committees of 
Congress. 

What can be done about it? What are your recommendations? 
You are the top official of the building industry in this country. You 
must have some specific suggestions to this committee and to the 
Congress. What are your recommendations? 
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Mr. Gooprgear. We made our recommendations at the time the 
housing bill was being discussed. We asked that the FHA down- 
payments be low, we asked that additional funds be put into FNMA, 


which has been done. How ever, we have the low downpayments but 
they are not in effect yet. 


Mr. Evins. By regulation? 

Mr. Goopyzar. That is right. 

Mr. Jonas. Did you not also recommend an increase in interest 
rates? 

Mr. Goopyrar. In VA we did but not FHA. 

Mr. Jonas. You recommended that the VA rate come up to the 
FHA? 

Mr. Goopygar. Five percent, that is right. Here is the problem. 
At 4% percent interest rate, for the builder to go into the market and 
get that loan to build a house, he had to pay 8 to 9 points discount on a 
$10,000 house, or $800 to $900. 

When you pay that, you do not have any profit left. That $800 
or $900 discount he pays in order to get that 414 percent loan and that 
makes that loan yield the investor about 514 percent. 

By getting the rate up to 5 percent in this fashion we sold our 
houses on low downpayments, which was the VA program. But the 
interest rate precludes us from using that program any more. 

Now, with the lower FHA downpayments and 5 percent rate, we 
can go into the market and compete for some of the conventional 
money available. There is quite a bit of conventional mortgage mone 
avail: rble at a rate of 514 to 534 percent. That is where all the lenders 
are putting their money bec ause it gives a higher yield. 

If we have a 5 percent rate on FHA and the low downpayments, 
it means we can sell the house for low downpayments and with the 
5 percent rate, by paying a discount, not of 8 or 9 points but maybe 3 
or 4 points. We can compete for some of that money that is available 
for conventional loans. We can get up to the conventional rate, which 
is a free rate. 

Mr. Jonas. The housing industry needs FHA money and VA 
money, and you think the level of interest should be more proximate ? 

Mr. Goopygear. We do not say continue raising the rate because if 
you made the rate 6 percent tomorrow, it would be 7 and 8 percent, et 
cetera. There has to bea limit. We are willing to absorb a certain 
percent of getting that money by paying a discount in order to keep 
the interest rate down because when interest rates get so high, housing 
has to go into a decline. 

Mr. Jonas. When you say you are willing to pay a certain discount, 
how far can you reasonably go? 

Mr. Goopyrar. If you are building a few houses, you can pay very 
little because your overhead is higher and you cannot effect economies. 
If you have available money and can go out and plan projects of a hun- 
dred to 200 houses, you can effect economies in your production, which 
will allow you to pay a 3 or 4 point discount because of the volume and 
the economies you effect. 
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However, with money tight you cannot plan 100 to 200 houses and 
effect economies. You have to plan in groups of 15, 20, and 25. 

Mr. Jonas. Your recommendations, with the exception of interest, 
have been embraced in the new housing bill, low downpayments, more 
money to FNMA, and what else would you recommend to bring lower 
rates ? 

Mr. Goopyrar. Equalization of the VA rate with the FHA rate, 
which has been done. One of the things we said was that if the low 
downpayments were put into effect and the interest rate on VA was 
not raised, the FHA program would take over and there would be no 
VA program. 

AVAILABILITY OF MORTGAGE FINANCING 


Mr. Boxanp. In the statement you say that VA housing starts fell 
off from a 47,000 level in 1955 to about 12,000 in 1957. Do you find 
that many of the veterans now who cannot get lenders to go in on VA 
housing find conventional financing ? 

Mr. Goopyrar. Thatisright. Usually they cannot buy under FHA 
because they do not have the downpayment required. So they buy 
a house on a conventional basis and the builder takes back a second 
mortgage. The buyer makes a small downpayment and the builder 
takes back a second mortgage, and the buyer gets a conventional loan. 
That is more expensive than it should be because he is paying 6 percent 
probably on both loans. 

Mr. Botanp. You talk about interest rates. 

Mr. Goopyrar. Excuse me. That conventional loan is probably a 
short-term, 15-year loan, and the second mortgage is probably a 2- or 
3-year loan. The buyer is having to make terrific payments on that 
second mortgage in order to retire it, which means his housing expense 
is inordinately out of proportion to his income. 

Mr. Botanp. The problem of interest rates has always been with 
anyone who borrows money. I recall my own family, my mother and 
father, who came from across the water, buying a home. They paid 
6 percent for years and years. It seemed it was more difficult for them 
in their day to pay 6 percent than it is for people to pay 41% to 5 and 
514 percent today. Were most of the mortgages 30 years ago at 6 
percent ? 7” 

Mr. Goopyrar. Yes, but you periodically had collapses in the mort- 
gage and real estate market. That was one of the reasons. 

Mr. Botanp. The minute there was unemployment, mortgages could 
not carry it. 

Mr. Goopyrar. That caused a lot of bank failures in the early 1900’s 
before the Federal Reserve. That is why all banks today will not make 
real estate loans, because they remember those days when banks went 
broke because they had their money tied up in mortgages. 


HOUSING STARTS 


Mr. Botanp. You say in your statement the figure of a million 
starts a year is not a magic figure, that it could be well above that, 
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much greater than that, but where do you start to hit the danger point 
in relation to the number of starts a year? Your statement ‘indicates 
that perhaps this year there will be 970,000 new starts. 

Mr. Goopyrear. We do not say that. That is what the starts are on 
the annual basis now. I say the housing starts this year will not be 
over 850,000. 

Mr. Botanp. Both of you are lower than any of the experts in the 
various fields we explored. This meeting was called and we have ex- 
plored for the last 2 days the problem of housing with reference to VA, 
FHA, voluntary home mortgage credit program, and the Federal 
Home Loan Bank Board. 

Mr. Goopyzar. My figures are based on very intimate knowledge of 
what is going on in the “field today. I know what builders are doing, 
what their plans are, how it is affected by financing, tight money, et 
cetera. 

I do not believe we will hit over 850,000 units this year; even if they 
put the low down payments into effect now, it is too late to help the 
production much this y ear. 

Mr. Botanp. Where do you strike a figure which you think en- 
dangers the economy in starts / 

Mr. Goopyrar. I cannot give a figure, but I can say in 1955 we were 
producing 1,300,000 units and selling them. How much is the economy 
growing each year? Three or four or five percent a year? So if you 
add 10 percent onto 1,300,000 units, that is almost 1.5 million units we 
should have to keep up with the growth. 

Household formations are higher, 1,400,000 a year, higher than the 
experts predicted. They predicted a decline. 

Mr. Botanp. The family formations you indicate are increasing, 
with the result that demand ought to be increasing. Everybody wants 
to own a piece of property. However, is it possible under our economy 
for everybody to have a home who would like to have a home? I think 
there comes a point where you reach a saturation point in this busi- 
ness. 

Mr. Goopyrar. Here is the problem. You hear people talk about 
the total mortgage debt, how it is growing, that it is top heavy. It 
is not top heavy ‘because 25 years ago you had the same debt, only it 
was represented by rent payments. People rented houses, and they 
still had that debt to meet every month. It is moved over into the 
monthly payments or mortgages today. In most cases you will find 
that. the monthly payment on the house that people buy today on long- 
term mortgages, 20 and 25-year mortgages, the monthly payment on 
those houses is less than a comparable house would rent for. Houses 
like that are probably rented for $25 a month more than actual 
monthly payments. 

Mr. Boranp. With the result that this is something which gives the 
person who is paying rent a desire and a wish to own his own piece 
of property and consequently the demand will be there for years to 
come; is that right? 
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Mr. Goopygrar. We think it will, because, owning a house, a man gets 
the benefit of tax deductions on his real estate taxes and tax deductions 
on his interest. If he pays rent, he gets nothing. He gets a credit. 

Today you have to have low downpayments. Back in the days you 
talk about when your mother and father were buying a house, they 
did not have the terrific income taxes that people pay today. A man 
with a wife and 2 children making $6,000 a year, by the time he pays 
his income taxes, pension fund, life insurance, does not have many 
dollars coming back. He does not have much to save. It would 
take him a long time to save $2,000 to put down on a house. 

However, that man can put down five or six or seven or eight hun- 
dred dollars and pay $75 a month very easily. If you are going to 
continue to drain off the savings of the people in the form of income 
taxes, you are going to have to provide some other system to help 
them. 

Mr. Botanp. Your industry has been barreling along at a terrific 
pace. In 1955 it struck its highest at 1,300,000 starts. Up to that 
time it was picking up tremendously and hit its peak in 1955. 

Mr. Goopyrar. Yes. 


EFFECT OF DECLINE 





IN HOUSING 


Mr. Botanp. Now it starts to decline. Is the housing industry 
really hurting right now? Is it really hurting with the starts at 850,- 
000, as you say, today? Specifically who is being hurt in the housing 
field ? 

Mr. Goopyrear. There are two groups being hurt, large producers 
and small producers. 

Mr. Tuomas. Is there anybody else? 

Mr. Gooprear. There is somebody in the middle, the man who builds 
in the higher-priced houses, who does not depend on FHA or VA, 
who sells on conventional loan and builds a small volume. He goes 
along because there is money available at 6 percent or 534 percent. 

Mr. Tuomas. Luxury housing? 

Mr. Goopyrar. Yes; but the people who need houses are not getting 
them and that is the low- and middle-income group. 

Mr. Botanp. Because these houses are not built it affects many 
segments of our society. 

Mr. Goopyrar. Many of our fellows have gone out of business. 

Mr. Botanp. Is that too significant that some builders have gone out 
of business? 

Mr. Goopyear. It may be that some of them are marginal operators 
and did not belong and, like any other business when things get rough 
they go out. 

Mr. Boranp. A lot of these new builders developed in the last 10 
years were never in the business before. 

Mr. Goopyrar. It is like every other business; it has newcomers 
every day. 

Mr. Boutanp. There are a lot of marginal operators who could not 
stand it. 

Mr. Goopyrar. There are a lot of operators who built 500 houses a 
year who today are building 50. What happened to their employees? 
Mr. Botanp. What happen to the appliances, et cetera ? 
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Mr. Goopyrar. Stoves, refrigerators, vacuum cleaners, baby bottles, 
diapers that went into those houses. It has been estimated the average 
family spends the first year after they buy a house over a a thousand 
dollars for related items like garden tools, lawn mowers, nursery equip- 
ment, kitchen equipment, vacuum cleaners, et cetera, which affects the 
textile industry, furniture industry, right down the line. 

I would like to tell you this. I have an exhibit here which shows 
what a drop in production of 100,000 houses means: To the lumber 
industry 100,000 houses is 957 million board-feet of lumber, 115,000 
board-feet of finished flooring, 470 million bricks, 1,900,000 gallons of 
paint, 200,000 tons of steel, 1,100,000 electric switches, 1 million kitchen 
cabinets, 10,000 garage doors, 1,200,000 inside doors. I could go on 
naming them. 

Mr. Botanp. You should put that list in the record. 

Mr, Tuomas. Yes. It touches every facet of the economy. 

(The information referred to follows :) 


Exurinit I. Economic Loss ror Hacw 100,000-Untr Decrease In Home 
PRODUCTION 


(Based on Bureau of Labor Statistics 1956 Characterization of Housing Study) 


One of the most effective ways of illustrating the present situation is to trans- 
late the decline in housing into loss of employment and loss of a market for 
the principal items of material and equipment which go into housing. For 
example, if, during 1957, 100,000 fewer houses are produced than were produced 
last year, this means the loss of 200,000 man-years of work, half of it on site 
and half of it in materials production. Specifically, the loss of 100,000 houses 
means the loss of a market for— 

975 million board feet of lumber 

115 million board feet of finish wood flooring 

104 million square feet of softwood, plywood 

470 million bricks 

230 million pounds of cement 

1.9 million gallons of paint 

200,000 tons of steel 

156,000 water closets 

127,000 bathtubs 

73,000 warm-air furnaces (with ducts) 

11 million square feet of ceramic tile 

10 million square feet of linoleum floor covering 

20 million square feet of asphalt tile flooring 

1 million squares of asphalt roofing shingles 

140 million square feet of wall and ceiling insulation 

2.5 million convenience outlets 

1.1 million electric switches 

32,000 garbage-disposal units 

55,000 kitchen exhaust fans 

7,000 air conditioners 

1 million kitchen cabinets 

1.4 million window frames 

1.2 million doors 

27,000 single garage doors 

32,000 double garage doors 

10,000 double garage 2-doors 

Interior wall gypsum board for 48,000 houses and gypsum lath for another 
40,000 or close to a half-billion square feet of gypsum products in all. 

The 217,000-unit drop in annual rate, February 1957 compared to February 
1956, means lost employment and loss of markets for 2.17 times the above 
figures. 
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Mr. Jonas. That last figure startled me. You said it would involve 


1 million kitchen cabinets in 100,000 houses. That would be 10 
kitchen cabinets per house. 


Mr. Goopyzar. No. 

Mr. Yates. Ten compartments. 

Mr. Goopygrar. Your kitchen cabinets, in units of 2 feet. 

Mr. Jonas. You do not mean a corner kitchen cabinet? 

Mr. Goopyrar. You buy individual units and put them together. 

Mr. Yates. Five double units. It is 1 wooden kitchen cabinet but 
it consists of 10 cabinets. 

Mr. Goopyrrar. That is right. 

Mr. Jonas. Back in the old days they manufactured kitchen 
cabinets in units, but that is not what you meant? 

Mr. Goopyear. That is what I mean. In other words, kitchen 
cabinets are usually made on a foot and a half or 2-foot module. 
You will use maybe eight cabinets in the kitchen. One house would 
have eight cabinets. 

Mr. Jonas. In our kitchen , my wife had cabinets built on every wall. 


My mother, when I grew up, had one kitchen cabinet that sat in the 
corner of the kitchen. 


Mr. Goopyzar. That is right. 

Mr. Yatses. He does not mean your mother’s kitchen; he means 
your wife’s kitchen. 

Mr. Goopyrar. We prepared this in the form of a chart so you can 
see the figures I have just given. We point out exactly what the 
drop means. 

Mr. Yarss. I take it from that you are not in favor of the tight 
money problem. 

Mr. Goopyrar. That is right. It affects my business. It affects 
everybody’s business for that matter, but it affects home building, 
particularly, the way it has been administered. 

Mr. Yates. You think the money ought to be loosened. What 
suggestions do you have with respect to financing? Are all of them 
contained in the statement you made to the committee? 

Mr. Goopyear. Yes. 

Mr. Jonas. Is there any way of giving an average figure that would 
show the difference in cost to the borrower , Say, “of financing a con- 
ventional loan? 

Mr. Goopyzar. Yes. 

Mr. Jonas. And the average cost for a VA loan and an FHA loan? 

Mr. Goopynar. You are referring to the closing cost, Mr. Jonas, 
or the interest cost? 

Mr. Jonas. I was thinking about the cost. Maybe an explanation 
of what I want will enable you to answer the question better. 

Why would anybody take out a conventional loan if he could get 
a GI loan or FHA loan, because he pays more interest? 

Mr. Goopyear. That is right. Investors will take GI loans up to 
a certain level. When you get into an $18,000 GI loan or $20,000 
GI loan, it is hard to find an investor who will take that size GI loan. 
They will make a $20,000 conventional loan, because that is usually 
figured on a two-thirds basis and the man has probably made a 
$6,000 or $7,000 downpayment. 

Mr. Jonas. That is what I say. On conventional loans, the down- 
payments are uniformly higher. The amortization is uniformly 
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shorter. I cannot see why the conventional people get such a big 
percentage of the business. 


Mr. Goopygar. If they will not make a GI; if a GI or FHA loan 
is not available. 

Mr. Jonas. That is the only thing that is left. 

Mr. Goopyear. That is all that is left when you get into an $18,000 
GI loan. There is a very limited number of lenders who will make 
that higher GI loan, because of the low downpayment. 

Mr. Jonas. The economist wants to interject something. 

Mr. Roce. Mr. Goodyear has the book in front of him. It indi- 
cates how much more it costs a man a month to carry a $15,000 mort- 
gage at 15 years at 6 percent as opposed to 5 percent conventional. 

Mr. Goovygear. I have the figure. On a $10,000 mortgage at 5 
percent, if your rate was raised a quarter of a point, it would cost him 
$1.47 amonth. If it was raised to 5% percent, it would cost him $2.90 
a month, or half a point interest, or $2 and some cents a month. 

Mr. Roaae. That is for the same time period. 

Mr. Goopyrar. Twenty-five years. 

Mr. Jonas. We have been talking for the last year or so about a 
million starts a year. I was interested in your comment about that 
million figure not being a magical figure. 

How many starts did we annually make, say, in the 1920’s? What 
was the average? How does our home building compare today? 

Mr. Goopyear. In the middle 1920’2, the highest figure we ever 
hit was a little over 900,000 units, back in 1925. In other words, in 
1925 we did 900,000 units, but with a terrific increase in population. 

Mr. Jonas. That is what I was getting at. We were building al- 
most as many houses in 1925 as we are today and we were building 
them all then on conventional financing. 

Mr. Goopygrar. But they had second and third and fourth mort- 
gages. They still sold them on low downpayments, Mr. Jonas. 

I went in the business in 1932. I helped clean up that mess. I 
saw houses that sold for $20,000 that had a $12,000 first and a $5,000 
second and a $3,000 third and a $2,000 fourth, and the man paid 
$1,000 down. That is how the houses were sold. We never could 
have sold houses in the past years in that kind of volume, 700,000 
or 800,000, in the 1920’s even, unless there was a lot of second mort- 
gage and third mortgage financing. That is the way the volume was 
reached of 900,000 units. 

Mr. Jonas. What has happened is, instead of private lenders taking 
subordinate mortgages, the Government has been stimulating the 
home building by these aids. 

Mr. Goopyrar. The insurance or guaranty feature has made it 
possible for the lenders to take a larger percentage of the loan. 

Mr. Jonas. So the loan guaranties have not actually stimulated 
building as much as it has made ownership possible. 

Mr. Goopyrar. Ownership of houses on a sound basis. 

Mr. Jonas. That is correct. 

Mr. Goopykar. It has also made it possible for money to cross 
State lines. You take prior to 1947 and 1950, for instance, the New 
York savings banks would do a terrific lending volume all the way 
across the country from California, North Carolina, all over. The 
Massachusetts savings banks, prior to 1947, could not make loans 
anywhere out of their State lines or contiguous States, but the FHA 
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insurance and the VA guaranty made it possible for those banks to 
cross State lines. 

Mr. Jonas. It even was worse than that. When I first began 
borrowing money from the building and loan, the association could 
not lend money outside of the township. 

Mr. Goopyear. Twenty-five miles or less. 

Mr. Jonas. Much less than that. Of course, that was determined 
by their own charter. They could have extended it. 

Mr. GoopyEar. That is right. The reason we have been able to 
finance and build as many houses as we have is because of the VA 
and FHA insurance enabling all the money in the banks and insurance 
companies, located in the eastern part of the country, to flow across 
State lines. 

If it had not been for the FHA and VA, that could not have hap- 
pened. For instance, in 1940, homeownership in this country énty 
amounted to 40 percent of the population. Today it is 60. 

Mr. Jonas. I would like to get back to one question Mr. Vursell 
asked and you started to answer, and gave the figure for the increase 
in labor. 

What would the other elements that go into a building cost? For 
example, cost of land? 

Mr. Goopyear. We used to figure that the cost of your land should 
not be more than 10 percent of the entire total of the house. However, 
today it is running closer to 15 and 20. That is caused, Mr. Jonas, by 
a number of things, one of which is the increased cost of land, and 
one is the increased requirements that the cities are placing on the 
developer and the builder on that land. 

They are requiring us to install bigger streets, wider streets, more 
storm sewers, and that sort of thing; things that they did not require 
before. In other words, we are doing the job that the taxpayers should 
be doing, in some respects. We are putting in improvements which 
have to be charged directly to the cost of that house that should be 
borne by the community. 

Mr. Jonas. It would be correct to say that there has been a 
substantial increase in cost of land? 

Mr. Goopyear. That is correct. 

Mr. Jonas. There has been a substantial increase in cost of labor? 

Mr. Goopyear. That is right. 

Mr. Jonas. There has been a substantial increase in cost of lumber? 

Mr. Goopygar. Right. 

Mr. Jonas. And brick? 

Mr. Goopyear. Yes. 

Mr. Jonas. And electrical equipment. How can you, with all 
those increases in physical elements that go into the building of a 
house, expect lenders to keep on lending money at the same rate they 
used to lend it? 

Mr. GoopyrAr. You mean the cost of money? 

Mr. Jonas. Yes. 

Mr. Tuomas. We call it rent for short. 

Mr. Jonas. With all these other things increasing, is it not reason- 
able to expect that in the normal course of events an investor would 
feel that he has to get a little more for the use of his money? 

Mr. Goopygrar. I am not opposed to anybody making a profit. 
Mr. Jonas. I know you are not. 
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Mr. Goopyzar. I own bank stock, so I like to make a profit in the 
bank, and I recognize that they had to get some increase. I would 
not say put a ceiling on their profits; absolutely not. 

Mr. Jonas. The bankers do not have the money to lend. This 
does not belong to them. They lend the money they get from their 
depositors. 

Mr. Goopyzar. However, conditions are a little bit different today 
from what they were a good many years ago. Before, the banks 
used to pay a 4% percent or 4 percent interest. Today, most com- 
mercial banks have been paying an average of two to 2% percent. 

Banks used to give you stationery. Banks used to have checking 
accounts that did not cost you anything, but you pay for every 
service you get out of a bank today. 

I am not opposed to them making a profit, but they are not paying 
as much for their money as they used to pay, either. 

Mr. Tuomas. Are there any further questions, gentlemen? If 
not, you were very nice to come over here. I think this is the first 
time in several years you gentlemen have paid us a visit. We hope 
you will come over again. 

This committee is pretty much housing minded. We know the 
economic aspects of a house, and to construct one you touch about 
as many economic facets as anything on earth—maybe more than an 
automobile. 

Your problem is pretty rough. You are getting the boys separated 
from the men, so we are told. 

Mr. Goopyrar. We have to be careful we do not join the boys. 

Mr. Tuomas. Thank you very much. We appreciate hearing from 
you very much. You are doing a fine job. Come back to see us again, 
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Mr. Tuomas. The committee will please come to order. We have 
with us this morning the Federal Home Loan Bank Board so ably 
represented by the distinguished Chairman, Mr. Albert J. Robertson, 
and Mr. Ira Dixon. We are certainly delighted to have both of you 
with us. 

We also have with us Mr. William J. Hallahan, another distin- 
guished member of the Board and we are honored. 

In addition, we have four other gentlemen, Mr. Creighton, counsel, 
Mr. Smith, assistant to the Board, Mr. Torrance, Director, Division 
of Operating Analysis, and Mr. Corcoran, budget officer. 
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It is nice to have all of you with us and you do us a favor by coming 
here and visiting with us. 

We would like to briefly review your program and we would like 
to have the benefit of your good judgment on the present housing 
situation, more or less the present state of the Nation from a financial 
point of view. 

If you folks do not know, I do not know who does. Do not feel 
too hesitant about what you say and you can take your remarks and 
revise them to suit yourself when you get the record. 

How are your money limitations working out in your 1958 budget? 
You had $1,250,000 for the Board. Is that about right? With your 
present workload i is it too much, too little, or how do you think it is 
going to work out? 

Mr. Rozsertson. It is a little less than we asked for, but we feel 
that we can live within it. There are 1 or 2 programs we shall have 
to eliminate, but those will not be vital’ to the operations of the 
organization. 

Mr. Tuomas. Your nonadministrative expense is shown as 
$5,665,000 in your field operations. How is that panning out? 

Mr. Rorertson. That is in the examinations field and we think it 
will be adequate. We are having difficulty, however, in recruiting 
examiners. 


STATUS OF EXAMINATIONS 





Mr. Tuomas. Tell us about your examination program. How is it 
turning out. Have you gotten around to the six States which here- 
tofore have not been examined? Do you have your examinations 
down from an 18-month period to a 12-month period? 

Mr. Ropertson. It is not quite down to 12 months. 

Mr. THomas. When will you get it down? 

Mr. Drxon. We have very great difficulty, Mr. Chairman, in 
meeting the competition of private industry for the type of people 
we need for examining. We made very good progress the first 6 
months of this fiscal year 

Mr. Tuomas. I guess it is a pretty big problem to get the type of 
person you want. 

Mr. Drxon. We have just kept our heads above water in the last 6 
months. In other words, we have not lost any ground, but we hav 
gained very little as far as the recruiting is concerned. 

Mr. Tuomas. Briefly, what does the picture look like in the six 
States you have just taken over from the examining point of view? 

Mr. Dixon. We are examining those as frequently, and I think 
as thoroughly, as we are any of the other States. 

Mr. Tuomas. Do you find any bad apples in the States you have 
not heretofore been examining? 

Mr. Drxon. Generally speaking, no, although there are some ex- 
ceptions. I would rather not refer to specific States, but generally 
speaking they were in as good condition and operating as satisfactorily 
as any. 

Mr. Tuomas. Are you satisfied that the committee and the Board 
did the right thing when we decided to examine those States that 
you had not heretofore been examining? 

Mr. Dixon. I am sure that we did. 
Mr. Tuomas. That was a good move? 
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Mr. Drxon. Yes. 

Mr. THomas. We will commend you for doing it and also take a 
little credit for ourselves. 

Mr. Drxon. You have a right to, sir. I might add that we have 
initiated another program which has added to our examining load 
and that is the making of eligibility examinations prior to granting 
insurance of accounts, either to new companies or to existing com- 
panies or associations, as they apply for insurance. That was 
initiated or went into effect a year ago June, I believe. 


INSURANCE LOSSES 


Mr. Tomas. You have $675,000 here for your insurance account. 
What is the status of the Corporation? Do you have any losses 
now? You had one down in Virginia recently, did you not? 

Mr. Dixon. Yes; I think that will undoubtedly be liquidated with- 
out any loss to the Corporation. If it is a loss, it will be a very minor 
one. 

Mr. Tuomas. We sort of slipped up on that one, did we not? That 
one had been going on for a while and it is hard to put your finger on 
them? 

Mr. Drxon. That is right. 

Mr. THomas. By and large, the Board i is pretty well satisfied with 
what is going on in the Insurance Division? 

Mr. Drxon. I think the Insurance Division is doing a very good 
job. Incidentally, we certainly could not hold the Insurance Division 
accountable for any mistake, if there was any, in that particular 
instance. 

Mr. Tuomas. One of the functions of the Insurance Division is to 
find these defalcations, but sometimes they are pretty hard to find. 
We cannot be too critical of the Insurance Division; the mere fact 
that they are on the job and get around to do the examinations is a 
big deterrent, is it not? 

Mr. Drxon. Yes, sir. 


CONDITION OF SAVINGS AND LOAN BUSINESS 


Mr. THomas. What is the state of the building and loan business? 
What do your savings look like? Give us a general picture, a sort of 
state of the Nation report, so to speak, for the building and loan 
associations. 

Mr. Rospertson. Perhaps I can answer that, Mr. Chairman. 

The total mortgage loans held June 30, 1957, were $38,050 million. 

Mr. Tuomas. Outstanding? 

Mr. Rospertson. Yes, sir. 

Mr. Tuomas. In your 11 banks and their members? 

Mr. Rosertson. In the System, compared with $35,870 million 
at December 31, 1956. 

Mr. Tuomas. An increase of about $2,180 billion in 12 months? 

Will you please repeat those figures? 

Mr. Ropertson. $38,050 million compared with $35,870 million. 

Mr. Yares. A year ago? 

Mr. Roszrtson. No, that was 6 months ago. 

Mr. Yarus. An increase of $3 billion in 6 months? 
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Mr. Roserrtson. About $2,200 million. Total assets increased in 
the same period from about $43 billion to $46 billion. Savings capital 
increased from $37,300 million to $39,925 million. 


DIVIDEND RATE 


Mr. Tuomas. Most of your members have increased their dividend 
rate on deposits? 

Mr. Rosertson. A great many of them did. There are many small 
ones that did not make any change. 

Could you answer that Mr. Torrance? 

Mr. Torrance. The average is very slowly moving upward. It is 
not more than 0.15 of a percent in 1956, according to calculations, 
so far. 

Mr. Jonas. Do you have any way of telling how much this increase 
in deposits has come from money withdrawn from banks? 

You pay a higher rate of interest that the banks do on savings, and I 
have heard complaints from country banks that the associations have 
been draining off their savings deposits by reason of the taxpreferential 
situation that exists in favor of the associations which permits a higher 
interest to be paid. 

Mr. Rosertson. I would like to comment on that first and then 
ask Mr. Hallahan to comment. 

I think the situation you mention was PRPS more true several 
years ago that it has been in the past yea 

Mr. JONAS. If you permit me to say so, my information is to the 
contrary. It is becoming increasingly more of a problem for small 
banks and that is the reason I want to get an opinion from you. 

Mr. Hatuanan. Could I elaborate a little further? 

Mr. Tuomas. While you are elaborating, give us some rundown on 
just what part of that sizable, commendable, increase is due to, or 
attributed to, your increase in the interest rates. That rounds out the 
picture. 

Mr. Hauianan. The increase in savings accounts of savings and 
loan associations this year is running about 5 percent less than they 
did last year. 

Mr. Tuomas. You mean the number now? 

Mr. Hauanan. In dollar amounts. In other words, the net in- 
crease in savings for the first 6 months of 1957 is about 5 percent less. 
It is actually 4.8 percent less than the dollar increase in the first 
6 months of 1956. On the other hand, and I am just quoting from 
memory, I think probably the commercial banks in the first 6 months 
of calendar year 1957 have probably increased their savings deposits 
from $1.5 billion to $2 billion more than they did in the first 6 months 
of 1956. In other words, the big increase in net savings additions in 
1957, over previous experience, has been in the commercial banking 
system. 

Mr. Tuomas. You are saying that the savings and loans are off 
5 percent against the same time last year? 

Mr. Hauuawan. Yes. 

Mr. Yates. Does the distinction have to be made between big city 
banks and country banks? 

You used Mr. Jonas’ phrase in terms of increase in deposits. Has 
the same rate of increase been apparent throughout the country? 
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You are just giving us total figures and I wonder if the increases oc- 
curred in the financial centers rather than country banks. 

Mr. Hauxianwan. I do not think it was very much in your area, 
which is a big financial center. It has probably been $300 million, or 
maybe a little more than that, in the way of an increase in the New 
York City area. I think it is fairly widespread although I would not 
want to be held to that. The reason is the Federal Reserve raised 
the interest ceiling from 2.5 to 3 percent, notwithstanding the fact 
that a majority of banks were not paying 2% percent. A very sub- 
stantial number of them went from whatever they were paying— 
whether 2 percent or 1.5, to 3 percent—which accounts for the sub- 
stantial gains they have made this year. 

Mr. Jonas. That was the point I was making. I have a little 
knowledge of smalltown banking problems and some of the small- 
town banks a while ago were paying only 1 percent on savings and 
nothing above a thousand dollars. One percent up to a thousand 
dollars. The building and loan associations were paying 3 or 3.5 
percent. 

Mr. Yatres. Why do not your banks pay more than 1 percent? 

Mr. Jonas. They could not use the money. They did not need it. 
They were not seeking additional funds if required to pay up to 3 or 
3.5 percent. 

Mr. Tuomas. Is this increase in interest rate incurred in savings 
in your associations as well as in commercial banks? What is your 
opinion on that? If you owe 5 percent this year against the same 
period last year, what influence has the increased interest rate had on 
that decrease? 

Mr. Jonas. Pardon me. I do not believe he meant to say they 
were off 5 percent. 

You said this was an increase of less than 5 percent but did not say 
it was 5 percent less than last year? 

Mr. Hauianan. No, that is right. Running it down. 

Mr. Tuomas. You had better clarify that for the record. You left 
the inference there that the associations were 5 percent off. 

Mr. Yates. Five percent off the rate of increase. 

Mr. Hauianan. Off the dollar net increase. 

For instance, in January of this year—now, I am again referring to 
net increases and not gross figures—our rate of increase was 21 percent 
less than it was in January of 1956. Including February it was 17 
percent; March 11 percent; April, 10 percent; May, 8 percent; and 
June, 4.8 percent. 

In other words, it has gone from a high of 21 less to where it is now 
about 4.8 percent less. 1 think probably most of that was due to—— 

Mr. Tuomas. Your statement, after you clarify it, showing your 
rate of increases 5 percent off, does not answer Mr. Jonas’ alleged 
complaint that your increase in interest rate has siphoned off normally 
what would have been business heretofore from the commercial banks. 
Why is it that your associations can pay a higher interest rate, and 
stay in the same lending business, than the commercial banks can 
pay? 

Mr. Hauuiangan. I do not have these figures exactly in my mind, 
but let me take the increase in savings in the commercial banks. 

Mr. Tuomas. You can correct your figures when you get the record. 

Mr. Hatianan. I think probably their increase for these first 6 
months of this year, as against the first 6 months of 1956, might be 
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somewhere between two to three hundred percent greater this year 
over 1956. If you contrast that against the figures I have given you, 
you can see that the most significant dollar increases have been in 
the banks. 

Mr. Tuomas. Let me see if I understood you correctly. 

The rate of savings for this year is two to three hundred percent 
increase over last year? 

Mr. Hauuanan. In commercial banks. 

Mr. Tuomas. What about the member banks of the associations 
here? 

Mr. Hauianan. Ours is 5 percent less. 













INCREASE IN SAVINGS 











Mr. THomas. What is your 
over last year? 

The commercial banks enjoyed an increase of two or three hundred 
percent, but what is your rate of increase? 

Mr. Hauuanan. I am merely talking about the dollar increase 
that they had in 1956 and the dollar increase that they had in 1957, 
not the rate of increase as against their total savings. I am merely 
taking their net increase in 1956 and their net increase in 1957. 

Mr. Tuomas. Give us a little more on that. 

Mr. Jonas. The same figures for your association. 

Mr. Hatuanan. That is what I have been talking about, only the 
dollar amounts, the percentages relating to the dollar amount of net 
increases. 

Mr. Jonas. What is the figure that compares to the 200 percent 
increase that you mentioned? 

Mr. Haviawan. Ours were a 5-percent decrease. Both of those 
figures relate to net increases 

Mr. Tuomas. A 195 percent increase? 

Mr. Yates. I think it might be well, Mr. Chairman, to know what 
the increases in actual figures were for the preceding 2 or 3 years 
before the figures that the gentleman testified to, so that you have a 
comparison with the period that was not experiencing a tight money 
policy. 

Mr. Tuomas. Give us a little table there for the last 3 years. 

Mr. Hauxanan. For the first 6 months in 1955, our net increase 
in savings was $2,628 million. In 1956, it was $2,755 million. In 
1957, it was $2,623 million. 

In other words, our current experience is less than both 1956 and 
1955 

Mr. Yares. Do you attribute that to a particular reason? 

Mr. Hatuanan. | think currently the banks have become more 
competitive on their rate. Their increase would substantiate that. 
The actual increase in time deposits of commercial banks for the 
first 6 months of 1957 was $3,740 million as against $1,320 million 
for the same period in 1956. 

Mr. THomas. What is the nature of difference that differentiates 
member associations from commercial banks wherein member associa- 
tions can pay an appreciably higher interest rate on deposits than 
commercial banks? 

Mr. Roxpertson. Perhaps I can comment on that. The savings 
and loan associations limit their investments to home mortgage loans— 


rate of increase of savings this year 
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ordinarily loans of long maturity. That is their principal investment, 
while commercial banks carry, initially, a much higher liquidity of 
money which is out of use. 

Mr. Tuomas. It all gets back to the interest rates, does it not? 

Mr. Ropertson. And the type of loan. 

Mr. Tuomas. Interest rates, in the final analysis? 

Mr. Rosertson. Yes, I would say that is true. 


MORTGAGE INTEREST RATE 


Mr. Tuomas. What is the prevailing interest rate now in the mem- 
ber associations? Would you give us a table here showing how many 
regional banks we have? 

Mr. Rosertson, Eleven. 

Mr. Tuomas. Is there a differential in the interest rates charged 
by the member associations in each of the 11 regions? 

Mr. Rosertson. Yes. 

Mr. Tuomas. Will you give us a table for the record and show 
what the average interest rate is in each of the 11 regions, let us say 
for last year and this year? 

Mr. Rosertson. You mean the interest rates on the mortgages on 
which the associations lend? 

Mr. Tuomas. Yes. 

(The material requested follows:) 


Federal Home Loan Bank System—Rate of return received by member savings and 
loan associations, year 1956 


{Amounts in thousands] 


j 
| | 

| Interest on mortgage | Interest on mortgage 
| Mortgage loans | loans plus premiums, 
loans held, | commissions, and fees 

















ie aici aed ale 

during | | | 
year | Percent to | Percent to 

| Amount average Amount average 

| mortgages | mortgages 

sical lice elongate rea Maes ei renee | 
United States_......... .-.------| 31, 472,673 | 1,619, 830 | 5.15 1, 754, 404 5. 57 

jceisteicichiaeell iad tea ienisail eiscciladaaill Sastetaina meat ake 

1. Boston ae it cabal acachbie eee dl 1, 928, 179 91, 631 4.75 93, 008 4. 82 
2. New York ; 3, 772, 158 180, 465 | 4. 78 188, 595 | 5. 00 
3. Pittsburgh-.. | 1,892, 333 99, 127 5. 24 102, 580 | 5. 42 
4. Greensboro. . 4, 518, 084 | 239, 055 | 5. 29 | 257, 739 | 5.70 
5, Cincinnati 3, 829, 278 | 197, 086 | 5.15 | 206, 443 | 5.39 
6. Indianapolis_ 1, 665, 406 | 85, 988 5.16 90, 809 | 5. 45 
7. Chicago-. 3, 752, 890 192, 467 5.13 212, 317 | 5. 66 
8. Des Moines | 1,982, 804 98, 370 | 4. 96 106, 227 5. 36 
%. Little Rock-. | 1,817, 862 | 97, 543 | 5. 37 101, 723 i 5. 60 
10. Topeka_- ; : _| 1,305, 567 | 68, 138 | 5.2 73, 687 5. 64 
11. San Francisco-..-.. ; ...----| 5,008,113 269, 960 | 5. 39 321, 276 | 6. 42 





' 


Note.—Figures for 1957 not available. 


Mr. Tuomas. Can you give us a 
the record later, on that? 

Mr. Hauiawan. The dividend rate? 

Mr. Tuomas. No; the interest rate that you are charging on your 
mortgages? Can you give us a little bird’s-eye view and correct the 
record later? 

Mr. Roserrson. I think that generally the rates are higher in 
the West than they are in the East. 

Mr. THomas. Do you mean your Denver office now? 


little rundown now, and correct 
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Mr. Ropertson. California, [ would say. 
Mr. Tuomas. What are the average interest rates in California? 

Mr. Rosertson. I would have to estimate that. I would say 
that those rates would be between 6 and 7 percent. 

Mr. THomas. What about in Mr. Boland’s section, up in Massa- 
chusetts? 

It has been testified that those folks up there have more money and 
interest rates have gone up. 

Mr. Rozperrson. I would guess that they would be between 5 
and 5%. 

Mr. Tuomas. Does anybody have any particular recollection on 
that? 

Mr. Drxon. Close to five. Between 5 and 5%. 

Mr. Tuomas. What about Chicago? 

Mr. Roserrtson. Do you know that? 

Mr. Dixon. Between 5% to 6 there. 

Mr. Tuomas. What about the Southwest, Atlanta, Ga? 

Mr. Drxon. Atlanta, Ga.—if you are talking about Florida—that 
is a different area from Atlanta. It happens to be in the same 
district but—this is purely my idea—it would be 6 percent. 

Mr. Tomas. What would it be down in my section, Houston or 
Dallas? 

Mr. Drxon. Around 6 to 6% percent probably. 

Mr. Tuomas. Mr. Yates is talking about discounts. Does that 
include discounts? 

Mr. Yares. Is this assuming a loan at par? 

Mr. Tuomas. Is this net or is there a discount in there, too? 

Mr. Hauianan. If you were buying a house already built on a 
conventional loan basis—most of our associations are conventional 
lenders—we are talking about 6 percent gross or 6 percent net— 

Mr. TxHomas. First mortgage or second mortgage? 

Mr. HauuanANn. First mortgage only. 

Mr. Yares. Six percent net to the borrower? 

Mr. HAuuanAn. Yes, sir. 

Mr. Yates. This is all he pays on the whole loan, 6 percent rather 
than 

Mr. Hauuanan. Yes. 

Mr. Yares. Six percent includes the commission, discounts, and 
so on? 

Mr. Hatianan. There are usually no discounts on the conventional 
home purchase loans. Most of your discounts are in connection with 
construction loans. 

Mr. Yates. This is after the house is built? 

Mr. Hatuanan. This is an existing house. 

Mr. Tuomas. Let him take existing houses first and then come up 
to the other. 

Mr. Hatuanwan. If you are taking a house built on a conventional 
basis and do not have FHA or GI mortgage, the rates would probably 
be the same except that there would be a charge anywhere from 
1 to 2 percent to cover the overhead costs in connection with the dis- 
bursement of the loan. 

Mr. Tuomas. In that table and the amendment for your 11 regional 
banks, will you show in 2 parallel columns for last year and this year the 
rates on existing houses and the rate on new construction money? 
Is that clear? 
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Mr. HatuaHan. The rate would be basically the same, Mr. Chair- 
man. With respect to construction loans, there is ordinarily an 
additional charge to cover all that. We can give you that. 

Mr. Tuomas. Make it reflect the true facts. It is going to be at 
least 1 percent higher, is it not, than on your existing houses? 

By the time you get through with your discounts and construction 
money, instead of being 6 percent it is going to be about 7 percent? 

Mr. Hatranan. Except, let us assume that an institution puts an 
additional charge of 2 percent on it. That is a onetime charge and 
not a continuing charge, so it would not add that much to the mortgage 
interest rate. 

I just want to say that Mr. Torrance, who is the head of our Oper- 
ating Analysis Division, says that from the statistics we get, we cannot 
break it down as between new and existing houses. 

Mr. Tuomas. Maybe a few words of explanation there, a footnote, 
might do the job, if you cannot work it out in that way. 

Mr. Jonas. Are the State usury laws applied to all of your institu- 
tions? 

Mr. Hatiauan. Yes, sir. 

Mr. Jonas. The maximum usury laws may not be exceeded at any 
point. Some institutions lend under the maximum? 

Mr. Hatitawan. Most of them lend under the maximum. 

Mr. Jonas. The only additional charge if the interest is the maxi- 
mum, is a fee to record the papers, for instance, for the protection of 
the loan and than you will have to pay the lawyer for examining the 
title. No discounts would be permitted if the maximum interest is 
charged under the usury laws; is that not true? 
te Mr. Hatuanan. I think you probably have two elements there. 
One, the interest rate, of course, 1s a charge for the use of the money. 

Mr. Tomas. Rental? 

HatiuAnHANn. Rent, exactly. If you want to buy a house that is 
sane ay built, you go to a lender and you say that you w ant to buy. 
About the only thing he has to do is to appraise it. He does not have 
any other expenses, and most of the other expenses such as recording, 
etc., are borne by the buyer. If you go to that lender and say you 
want to build a house, he has much more risk involved. He has to 
look over your plans and specifications. He has to be certain that the 
money that he is le nding goes into that particular house. He has to 
check and make inspections of the progress. He has to be sure that 
all of the bills are paid so that no mechanics’ liens arise. He has to be 
sure that none of the money goes to off-site improvements. 

In other words, that it all goes into the house. That is more 
expensive than lending for the mere purchase of an existing house. 
That is why I say that these charges that they make on construction 
loans 

Mr. Jonas. How can they make a charge without subjecting them- 
selves to suit for usury? 

Mr. Hauxianan. In this case, for instance, all of that may not be 
included as a charge for the use of the money. [If it is included, then 
they would be subject to the usury laws. 

Mr. Tuomas. They call this in Texas, deducts. They do not go 
into the interest rates. 

Mr. Yares. They call it a commission and expense of examining 
the title and so forth. Therefore, it is not reckoned as a part of the 
interest charge, and thereby they escape usury laws. 
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Mr. Jonas. Our State permits a person charged with usury to—— 
Mr. Hatxanan. If your State does not permit that, then our insti- 
tutions cannot do it. 
Mr. Jonas. You are subject to the usury laws of each State and 
that is why you have a varying interest rate? 
Mr. Hauuawan. Yes. 


HOUSING 





STARTS 


Mr. Tuomas. Give us the benefit of your good judgment. How 
many new starts are we going to have this year, countrywide, com- 
pared with last year? How many starts are your associates going to 
originate compar 3 with last year? Give us the benefit of your opinion 
on the volume of money for the housing industry this year, right now, 

and what it looks like 12 months from now. What about the interest 
ate on that? 

Mr. Rosprertson. We have estimated—when, I think, we appeared 
before you earlier—that there would be a million starts. 

Mr. Tuomas. I do not want to tell you your guess, I want to give 
it back to you. 

Mr. Rozsertson. We estimated a million and we have stuck pretty 
close to that. I think the adjusted figure at the moment is 990,000 
which is pretty close. 

Mr. Tuomas. You have an awful good record of guessing, I have 
to give you credit for that. 

Mr. Rosertson. We estimated earlier in the year that we would 
lend 
Mr. Tuomas. Are you going to stay with your million estimate? 

Mr. Rosertson. I think it is as good as any. 

Mr. Tuomas. I am not sure. Unless it loosens up you will do 
good to get 900,000, do you not think so? 

Mr. HALLAHAN. 950 ,000 anyway. 

Mr. Tuomas. Even if it hangs on like it is, 950,000 is a good guess. 
Maybe a million, not 900,000? 

Mr. Hatuauan. Personally, I do not think it will go to a million, 

Mr. THomas. What is your guess, Commissioner? 

Mr. Dixon. My personal estimate would be 925,000 to 950,000 
units. 

Mr. Rossrtson. I will stay with our figure of a million. 


Mr. Tuomas. Go ahead. 














HOME 


Mr. Ropertson. Earlier in the year we estimated we would lend 
about the same amount of money in 1957 as we did in 1956, which was 
then $10.5 billion. It now looks as though we were a little under 
that. 

Mr. Tuomas. How much under? 

Mr. Rosertson. The revised figure is $10,200 million. 

It is a very small difference. 

Mr. Tuomas. The year is young though; is it not? 

Mr. Rosertson. It is more than half over. 

Mr. Tuomas. Are we going on a calendar year or fiscal year basis? 

Mr. Rozertson. Calendar year. 

Mr. Tuomas. Any way you want it. 

Mr. Rosertson. [ think that answers the first part of the question 





MORTGAGE FINANCING 


























MORTGAGE INTEREST RATES 


Mr. Tuomas. What about your intesest rate now and what was your 
guess in January, and what will it be a year from now? 

Mr. Rosertson. Which interest rate do you mean? 

Mr. Tuomas. Yours. 

Mr. Rosertson. The rate that we pay? 

Mr. Tuomas. No, not the rate that you pay, an average figure for 
your associations. The best thing is to pick out 2 or 3 areas. 

Mr. Drxon. The mortgage interest rate. The lending rate is not 
a constant figure because for the country as a whole there is a con- 
siderable variation in areas. 

Mr. Rosertson. Subject to correction by my associates I would 
say that the interest rates on mortgages will stay about where they 
are. I do not think they will go much higher and I doubt if they 
will go much lower. 

Mr. Tuomas. For what period of time? 

Mr. Ropertson. You say a year, and I think I would dare to 
forecast within that period. I would like to hear what my two 
associates say. 

Mr. Tuomas. In other words, some say it is going to be rough for 
another year? 

Mr. Rosertson. Rates have not gone up very much in the 
mortgage field. 

Mr. Tomas. What about you? 

Mr. Dixon. May I refer to the increase in the last year? The 
average increase in interest rates is what? 

Mr. Torrancer. Only a couple tenths of a-percent. 

Mr. Drxon. That changes very slowly on our overall portfolios. 
That actually is the only accurate figure that we have. In other 
words, there would be a tremendous job to obtain a complete analysis 
and we are not equipped for tha 


BORROWING BY DISTRICT BANKS 


Mr. THomas. Maybe the other half of the picture will throw some 
light on what we are studying now. What about vour borrowing 
rate? You borrow a lot of money, do you not? Your 11 parent 
banks borrow a lot of money, do they not? 

Mr. Rosrrrson. We are now borrowing about three-quarters of a 
billion dollars. 

Mr. Tuomas. What does it look like in 12 months? What were 
you borrowing before? Give us a table for the last 4 years, if you will, 
at this point. 

(The table follows.) 
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Consolidated Federal home-loan bank obligations issued 1954-57 









Obligations issued 


Calendar year | a 
| Number of |Total amount 


| issues during of issues 












1954___- wea betecgracd ; ‘ 3 Lededde teed, ‘ | 4 | , 000, 000 
ntact emalinnennwbodi 7 : Sack a le a ll , 000, 000 
1956. _.-- pMe Sob hisc oddest. ius Toe Liidek tek sis ihe} 11 | 1,378, 000, 000 
ROS. 66 GRU cin 0s oil cniaeriicaws agdahedninien tinideinncisdiestadnttcctiaiieees 6 886, 000, 000 





Prepared in the Division of Federal Home Loan Bank Operations, Federal Home Loan Bank Board, 
Aug. 1, 1957. 





What you were paying last year and what you are paying now? 
Mr. Hattanan. Our “last. issue was 4.30 percent. 

Mr. Tuomas. This time last year? 

Mr. Rosertson. They were much lower percentagewise a year ago. 
Mr. Hatuanan. Probably 3%. It is in this table which I will 
submit for the record. 

(The table follows.) 





Federal home loan bank 





consolidated obligations outstanding Jan. 15, 1957 






Rate Dated | Maturity Amount 



























































































































































B-1957......- a set ae in eB ih Sn | 354] June 15,1956 | Feb. 15, 1957 $56, 000, 000 
GEE cmndohthdntnadanbite | cmipebnecometok aes 334| July 15,1956 | Mar. 15, 1957 134, 000, 000 
E-1957.._-_- Rk ail a ee wneeunctiees 3.80 | Sept. 17,1956 | Mar. 15, 1957 97,000, 009 
AR ie a ee : 3%4| Oct. 15,1956 | Apr. 15, 1957 212, 000, 000 
EPR ae onside kink aie Bisse 3.20 | Aug. 15,1956 | M: LW 15, 1957 | 77, 000, 000 
Cg, eres : 334; Nov. 15,1956 | June 17, 1957 123, 000, 000 
MRO icdk daceacukok j sGutdhnclihe } 3%| Jan. 15, 1957 | July 15, 1957 166, 000, 000 





| | 
ee ao ge ee a Sree: |S tee ARR atest en ee 965, 000, 000 


| | 

Mr. Tuomas. Where do you borrow when you borrow? 

Mr. Rosperrson. In the market? 

Mr. Drxon. Whoever will purchase our obligations. They are 
marketed through regular marketing channels. 

Mr. Toomas. A good deal of your borrowing is from one member 
back to another, is it not? Do you have to go outside? 

Mr. Drxon. We have interbank deposits, but those are repaid at 
the time the next debentures are issued. 

Mr. THomas. What part of your total borrowing now comes from 
inside the system and what part from outside the system? 

Mr. Drxon. Ninety-eight percent outside and 2 percent inside, 
as my personal opinion. 

Mr. HatuaHan. That is a hard one to give on a percentage basis. 
For instance, we may go into a market this month for $150 million 
and a particular bank, or 2 or 3 banks, may have underestimated 
their demand and then 3 weeks from now they may be short and we 
do not go into the market more frequently than once a month. They 
may borrow part of that $150 million from other banks. 

Mr. Toomas. How much have you borrowed the first 6 months of 
this calendar year? Why do you have to go outside the system after 
20 years of operation to get your money. You are doing business in 
one particular field, what about that? 
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Mr. Drxon. Actually, Mr. Chairman, the borrowing is such a 
minute portion of the income of the amount of money that is in- 
vested in mortgages that it hardly amounts to anything. 

Mr. Tuomas. Spell that out, please. 

Mr. Dixon. In other words, the principal sources of income of the 
member associations is from new savings and from repayments on 
mortgages. 

LOANS TO BANK MEMBERS 


Mr. Tuomas. Give us a little rundown of some comparable figures 
for the first 6 months of this year, maybe last year, and the year 
before last, and compare it with your total deposits. 

Mr. Hatuanan. I do not have the exact figures. 

Mr. Tuomas. Roughly; you can correct the record for the 3 years. 

Mr. Haxianan. In 1955, our loans to members were up. They 
were down about $200 million in 1956. They were down about, I 
think, another $200 million this year. In other words, they are 
borrowing less currently than they did in 1955. Our borrowings in 
the market have also decreased but not by the same amount. 

Tuomas. How are you borrowing for any particular year, 
compared with your net increase in deposits? i 

Mr. Hatnanan. To state it another way, our members tota 
borrowings usually run somewhere between 4 to 6 percent of the 
total assets of our member institutions. Relating our borrowing 
against the assets of the institution, our borrowings have been going 
down. 

Mr. Tuomas. How do they compare with your net increases in 
deposits for a pertonet year? 

Mr. Roserrson. I can answer that, Mr. Chairman. In the 6 
months period between December 31, 1956, and June 30, 1957, our 
savings capital increased $2,625 million and the borrowings by mem- 
bers decreased $148 million. 

Mr. Tuomas. What do you mean “decreased’’? 

What was the total amount of the borrowings? You get $2,625 
million for that period, but what are your borrowings for that period? 

Mr. Rosertson. Borrowings by bank members outstanding at 
December 31, 1956, were $1,228 million; and June 30, 1957, were 
$1,079 million. 

Mr. THomas. That is not your total deposits for the period but 
your increase in deposits, is that correct? 

Mr. Dixon. Yes. 

Mr. Tuomas. Your increase in deposits is in excess of your borrow- 
ings for the same period by $1.6 billion, or $1.7 billion? That is 
remarkable, is it not? 

Mr. Rosprrtson. Yes. 

Mr. Tuomas. You cannot get hurt at that, can you? 

Mr. Rozertson. Borrowings by members went down $148 million 
in that same period. 

Mr. Tuomas. Will they ever reach the point where instead of bor- 
rowing money you are going to be looking for people outside of your 
association to make loans to? 

In other words, you take care of all of the needs of your associations 
and have money to make loans on the outside, is that contemplated? 

Mr. Drxon. That is hard to predict, but it could be possible. 
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Mr. Rosertson. May I say this: That would be an undesirable 
situation. 

Mr. Tuomas. Why? 

Mr. Dixon. To have more money than we need. 

Mr. THomas. You mean that would be undesirable, to have more 
money than anything else? I would like to reach that state sometime. 

Mr. Rosertson. | think in the banking business it is desirable to 
have the demand keep up with the supply and vice versa. 

Mr. THomas. What you are saying then is that you think it is 
desirable that you have to go out and borrow money for your members? 
Why? 

Mr. HALiLaAHAN. ear do not come in to them at the same rate 
every month of the year, Mr. Chairman. For instance, the biggest 
months in any year are ae June, and December. The greatest 
part of their disbursements, however, are concentrated between March 
and October, so they have a seasonal need for money. They will make 
commitments to make loans. They will not have a savings in-flow 
to meet that commitment 100 percent, so they rely on the system to 
furnish them the seasonal needs. 

Mr. Tuomas. Just one further question. 


HIGH INTEREST RATE 


What factors will keep your interest rate about at the level it is 
now for another year? What, in your judgment, are those factors 
that will keep interest rates at the present level? If there is any 
change, it seems to me like it ought to go down. It cannot go much 
higher. What are those factors? 

Mr. Rosertson. If they can keep the supply of new savings and 
repayments in approximate balance with the demand for money, the 
rate should stay about the same. 

Mr. Tuomas. Is the answer that it is the demand for money? 
What are those factors that keep the demand for money high? 

Mr. Rosertson. I was going to say that that would be true if we 
were operating in a complete, little unit of our own. On the other 
hand, there are other outside demands for money. 

Mr. Tuomas. What are they? 

Mr. Rosertson. Plant expansion of industry, higher cost of in- 
ventories, and higher cost of doing business. Then we have consumer 
credit, municipal and governmental borrowings, the whole field of 
corporate, individual, and municipal finance. 

Mr. Tuomas. Then you mean to say that you see no letup in those 
activities in industrial expansion, municipal expansions, individual 
demands for certain types of consumer goods? 

Mr. Ropertson. I do not know that I feel qualified to comment 
on that. 

Mr. Tuomas. We are talking about general economics. 

Mr. Rozsertson. I do not feel qualified to talk on that. 

Mr. Tuomas. If not, who is? You are on the firing line and we 
like to hear these people on the firing line, besides the college professors. 

Mr. Rosertson. I would say this: As these demands are satisfie rd, 
there might be a letting up. 

Mr. Tomas. What do you think, Commissioner? 
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Mr. Drxon. it is very hard to look 6 months into the future, but 
IT see nothing under present conditions to indicate a lessening of 
demand for money. 

Mr. Tuomas. That wraps it up right there? 

Mr. Dixon. We have to compete. 

Mr. Tuomas. What about you? 

Mr. Hauuanan. I think I generally agree with that. Without 
oa the State and munic ipal governments have been increasing, 

nd are going to further increase their borrowings in the capital 
sila’ to get funds to build roads, schools, hospitals, and so forth. 
In fact, the big increase in demands on capital this year has been 
primarily from that source. 

Mr. Tuomas. The Government is interested in building certainly a 
billion to a billion and a half dollars of public buildings. We have 
not had any new construction since 1939. 

In your judgment is there any prospect of getting any 4%- or 5- 
percent money in the next 12 months with which to build ae 
buildings? 

Mr. Rosertson. I would say that if the municipality could issue 
a tax-exempt security, it could get 4% percent, or less than that. 

Mr. THomas. Suppose it is not tax exempt, then what? 

Mr. Rosertson. That would depend a great deal—— 

Mr. Tuomas. Here is a private citizen who is attempting to build 
a million dollar building here, and he goes into the private money 
market to borrow the money with which to build that building, and 

the Government is going to pay him back over the period of 20 or 2 
vears, a formal erant. “He is going to pay taxes, and he is going to 
pay upkeep, and depreciation, and so forth. The builder has got 
to go to the private money market to get the million dollars. 

Is he going to get it at a cheaper rate of interest than he can get 
now in January? 

Mr. Rogprertson. Cheaper in January? 

Mr. Tuomas. Yes. 

Mr. Rosrrtson. I would guess not. 

Mr. Tuomas. What is your opinion? 

Mr. Drxon. I do not think so. 

Mr. Toomas. Yours, Mr. Hallahan? 

Mr. Yatrus. Probably higher? 

Mr. Hatuanan. I do not think it will be any higher. 

Mr. THomas. Any cheaper? 

Mr. Hauianwan. I do not think it will be any cheaper. 

Mr. Yatrss. The same? 

Mr. Hatianan. About the same. 


LEVEL OF MORTGAGE LENDING 


Mr. Yates. You testified that there was an increase in mortgages 
over last year. How does that compare with the previous year? 
You are going to put a table in nips but I want to know how that 
compares, if you have those figures 

Mr. Hatianan. Dollar amount? 

Mr. Yates. Yes. 

Mr. Hauuanan. It is less currently; about 4.9 percent less than the 
first 6 months of last year. 
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Mr. Yates. Is this for conventional, or for construction loans, in 
the main? 

Mr. Drxon. The two together. 

Mr. Hatianan. For the first 6 months in this year, our institutions 
have made $5,043 million in mortgage loans. Thirty- five percent of 
those were construction loans, and 44 percent have been loans for the 
purchase of existing houses, and 21 percent have been other mortgage 
loans. 

Mr. Yates. Such as remodeling? 

Mr. Hatianan. Remodeling or, if you have a house without a 
mortgage, you can borrow on it. 

Mr. Bouanp. When you speak of existing homes, does that include 
new and used homes, too? 

Mr. Hatianan. Any house not built. 

Mr. Bouanp. Yesterday I noticed Mr. Cole’s office referred to that. 

Mr. Tuomas. It is one that you are not building? 

Mr. Yates. Complete and ready for you? 

Mr. Haunanan. That is right. In the first 6 months of 1956, 
our institutions loaned $5,219 million. In the first 6 months of 
1955, they loaned $5,786 million. There are some other interesting 
figures in that. 

Mr. Tuomas. That is 1955? That is a big year, though. 

Mr. Hanuanan. That was a big year; yes, sir. In the first 5 
months of 1956—that is, January through May—our institutions 
were doing 35 percent of total home-mortgage lending. For the 
first 5 months of the current year, we have been doing 38 percent of 
the total mortgage lending. 

Mr. Tuomas. Is the VA out of business? 

Mr. Hatyanan. It is rapidly doing so. 

Mr. Yares. Is there such a thing as an average amount of mortgage 
issued by your institutions? 

Mr. Hauanan. Yes. 

Mr. Yates. What is that? 

Mr. Hatuanan. They would vary, I suppose, on existing houses. 
Mr. Torrance can correct me, if I am wrong, but I think probably it is 
somewhere around $9,500 on old houses and probably somewhere 
around $10,800 on new construction. In 1956, the average new- 
construction loan was $10,703. The average loan for the purchase 
of an existing house is $9,049. 

Mr. Yates. Is there a limit on the amount that one of your institu- 
tions may loan? 

Mr. Hatianan. On a conventional loan? 

Mr. Yarss. Yes. 

Mr. Hattanan. The maximum, generally, is 80 percent of the ap- 
praised value. 

Mr. Yares. I did not mean that. I meant in terms of dollar 
amount. 

Mr. Hatxianan. No; the highest, generally, is $35,000. 

Mr. Yares. Is that the maximum? 

Mr. Hatiawan. Yes. 

Mr. Yates. Can your institutions loan any money on apartment 
buildings? 

Mr. Hatiagan. I thought you were speaking about one-family 
houses. They can lend on apartment houses; yes, sir. 
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Mr. Yates. What is the maximum amount they can lend on apart- 
ment houses? 

Mr. Hauuanan. It is not limited on a dollar basis. They are 
permitted to loan up to 20 percent of their assets on other than 
1 to 4 family houses. 

Mr. Yates. Is a four-family house the maximum number of units 
that you can loan on for any particular building? 

Mr. Hatianan. No, sir. 

Mr. Yates. Can they loan money on a large apartment building 
of 100 apartments? 

Mr. Hatianan. I am sure they can, out of the 20 percent category. 

Mr. Dixon. They have to use 80 percent of their money for the 
family type unit which we consider for 1 to 4 families. Then, 20 
percent of their assets, they can lend on commercial buildings. 

Mr. Yares. What about commercial buildings? 

Mr. Drxon. Yes, commercial buildings or apartment buildings. 

Mr. Hatianan. However, 95 percent of their loans are on 1- 
family houses. 

Mr. Tuomas. That is true in all VA and FHA. FHA is about 98 
percent. 

Mr. Yates. That is the trouble with housing in big cities, is it 
not? There is no sort of an institution that lends money except an 
insurance company. 

Mr. Hauuanan. Some of our institutions have been getting into 
that. 

In Cleveland, for instance, 17 of them went together on a redevelop- 
ment slum clearance project to finance new construction planned in 
the project. 

Mr. Yates. May your institutions pool their 20 percent in order 
to provide funds for a large project? 

Mr. Hauxuanan. I do not want to mislead you, but that is unusual. 

Mr. Roxpertson. It would be possible to use 20 percent of their 
funds. 

Mr. Dixon. It could be used in other cities if they show the proper 
initiative and cooperation. 

Mr. Yates. I think that this would be a profitable, good source of 
income for the institutions in these cases, because I know that in the 
city of Chicago we are having a very difficult time obtaining con- 
struction money for apartment buildings. The insurance companies 
are not making money available even with FHA commitments. Pro- 
moters just cannot get money. It is difficult to know where they can 

Mr. Hauiagan. In Los Angeles, I think, there has been more lend- 
ing on apartment houses by our institutions this year than probably 
any previous year. Again I do not want to mislead you, because it 
is not the usual pattern. 

Mr. Drxon. I might make this observation: The entire theory of 
the system, and the reason it was put into being by the Congress was 
to provide financing for home mortgages. 

Mr. Yates. In the city we consider an apartment a home. 

Mr. Drxon. That is correct. 

Mr. Yarrs. That is why I wonder why your definition of a home, 
for purposes of a loan, must necessarily fall within the 20 percent 
allocation which you say is applicable for commercial enterprises 
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rather than being included as well in the 80 percent which you make 
available for construction of homes? 

Mr. Hauuanan. If you take some of the big metropolitan areas— 
the worst experience was in the 1930’s—and I realize there was a lot 
of water in some of the projects, but the worst experience was with the 
financing of large residential units in the bigger cities. At the same 
time we have found that of the losses which were experienced, you 
could recover much better and much easier on single family homes 
than you could if you had a great amount of your money invested in 
a large apartment house. Our institutions are not, on the average, 
large in size, so they are not in a position to make large single loans, 
as individual institutions. 

Mr. Yates. There are some that are quite large, are there not? 

Mr. Hauuawan. Yes. 

Mr. Yates. The argument that you make about what occurred 
during the depression years is not applicable to FHA-insured projects, 
is it? 

Mr. Hauianan. No. 
Mr. Yates. You had the Government guaranty behind it. 
Mr. Hauianan. That is right. 





TIGHT MONEY MARKET 

Mr. Evins. A member of the Board testified that in his judgment 
the continuing demand for money is going to be great. You have 
also testified that you see no prospect in the future for interest rates 
to go down, and possibly to go up. What is your individual judgment, 
or opinion, as to what could be done by the Congress, to reduce the 
tight money situation somewhat and reverse spiraling interest. rates 
so as to bring them down? 

Mr. Rosertson. I think that rests pretty much in the hands of 
the consumer and saver. If he saves more and consumes less, more 
money will be available. If he consumes more and saves less, it will 
be shorter. 

Mr. Evins. More emphasis on buying Government bonds? 

Mr. Rospertson. Not necessarily exclusively. Putting it into sav- 
ings and loans associations, putting it into Government bonds, life 
insurance; putting it into any form of savings. In other words, if the 
savings would increase slighthy——— 

Mr. Evins. You just testified that your institution’s savings are up 
tremendously and commercial bank savings are up greatly because of 
increased interest rates, yet we still have a spir aling of interest rates 
and further condition of tight money? 

Mr. Rosertson. Then the demand has kept up, too. I think it is 
purely a matter of getting the savings and consumption into balance. 
That sounds simple, but it is very diffic ult. 

Mr. Evins. In your opinion, then, it is only an individual proposi- 
tion rather than anything that the Government might do? 

Mr. Roserrtson. I would think so. 

Mr. Evins. Is that your opinion, also, Commissioner Dixon? 

Mr. Drxon. As long as there is a demand for money from all of the 
sources that have been enumerated—there is no question but that the 

competition for money is very keen and it shows no sign of slacking 
off—just so long as that condition prevails there is a situation existing 
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where it is just impossible, except by some drastic Government action, 
to have a lessening or lowering of the interest rate. 

Mr. Evins. Everybody is alarmed about spiraling interest rates, 
increasing interest rates , and an investigation is being held by the 
banking committee in the Senate. We do not seem to be able to 
find the answer. 

Mr. Drxon. Everyone wants money. Our institutions make some 
demands in the money market but this season their requirements 
have been comparatively light. Our savings and repayments on 
mortgages have pretty much supplied necessary capital, except for 
seasonal needs. As Mr. Hallahan mentioned, during the building 
season the flow of money—he mentioned July and January as usually 
heavy investment months—into the associations is pretty constant, 
but the demand for lending is particularly heavy during the building 
season. It is that particular demand that our banking system sup- 
plies. Credit is made available to the individual associations who 
want to satisfy local demands for mortgage money. 

Mr. Evins. Do you have any recommendations, Mr. Hallahan, in 
this area? Do your opinions concur with the opinions of the other 
members of the Board? 

Mr. Hatianan. Yes, sir. I think the shortages that have existed 
for the last year and a half were a shortage in savings sufficient to 
meet the capital demands which have arisen either for mortgage loans 
or for investments in plants, or long-term equipment, or on the part 
of State and municpal governments for long-term loans. You can 
make more money available, if you want to, by increasing your 
appropriations and unbalancing your budget and going into deficit 
financing. The Federal Reserve could change its policy and create 
credit, but it would not be creating it out of savings but out of com- 
mercial bank credit. 

Mr. Evins. By making more money available—the chairman spoke 
earlier of the fact that private capital through local financing had not 
supplied for money needed—would the making of a substantial 
appropriation for housing loans or for building construction serve 
the needed purpose, in your judgment? Would such action relax the 
money situation somewhat? 

Mr. Hatuanan. No; I do not think it would. 

Mr. Evins. You said earlier that appropriating more money would 
help. 

Mr. Hauuanan. I said you could make more money available that 
way, if you want to do it, but I think your question is, Are you going 
to appropriate more money than your tax revenues are going to 
support? If you do, you are going into deficit financing and surely 
you will get the money . But maybe you will get an increase in prices 
with it. I think that is the choice you have to make. I do not think 
there is any question but that more money could be made available. 
It can be made available but the question is, Do you want to pay the 
price for it? 

Mr. Evins. Making more money available should somewhat relax 
the need for it? 

Mr. Hauuanan. It might increase that demand, likewise. 
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INCREASE IN DIVIDEND RATES 





Mr. Evins. Is there any plan underway or do you envision, or see 
the possibility of the Federal savings and loan associations raising 
their interest rates on savings further in the next 6 months? 

Mr. Drxon. Dividend rates? 

Mr. Evins. Yes, dividend rates. 

Mr. Drxon. Member associations pay dividends on share accounts. 

Mr. Evins. A payment for money deposited in your member banks. 
You can call it dividend rates—it is about the same as interest 
payments. 

Mr. Drxon. Yes; the tendency and the pressure is up because of 
the competition for money. 

Mr. Evins. The banks have come along and almost met the level 
that you have set and now are they going to lead off again and raise 
rates again? 

Mr. Drxon. No; I am saying that the pressure or tendency is 
there. There is no question about that. 

When an association has demands for mortgage money, and does 
not have the money to meet it, one of the first devices that occurs to 
the management of that particular association is to make a more 
attractive rate. 

Mr. Evrns. In other words, association members may see an oppor- 
tunity where there is such a demand for money, that they can hike 
up interest rates another step. You say that some associations set 
the pace, and the commercial banking institutions follow the pattern 
again? 

Mr. Drxon. That is true in certain cases. 

Mr. HatuanAn. It is not that easy for our institutions to increase 
their rate, Congressman. For instance, I forgot what our savings 
figure was at the beginning of this year, but I think it was $37 bil- 
lion. We will have a net increase in that of $5 billion this year, which 
I think we will. When our institutions increase their rate, they 
increase it to everybody. In other words, that $37 billion, as well 
as the new $5 billion. However, that $37 billion of savings that they 
already have is already invested in mortgages, some with a lower 
rate of return. For instance, a 4-percent rate. 

So you take institutional investors such as savings and loan asso- 
ciations or any institution which has large savings, it is not as free as 
other institutions are to increase its rates because they have those 
savings already invested in assets earning various rates of return and 
they cannot turn all their investments over right away. 

If a bank does not have a large mortgage portfolio or if it does not 
have a large long-term Government bond portfolio, it can turn it over. 
For instance, a number of banks increased their rates from 2 to 3 
percent. Our institutions cannot make a 1-percent increase in rate 
because of the reasons I gave. If they had it all out in short-term 
consumer loans or automobile paper or inventory loans or retail loans, 


they could do it. But they have a base which drags on them in that ( 
respect. 
Mr. Evins. I see the difficulties you point out, but you also say f 


there is a demand for increasing the rate further. Do you not con- 
sider it part of your duty or your responsibility as a supervising board 
to act against these inflationary pressures? 








831 


Mr. Dixon. We discourage it. 

Mr. Evins. Since every body seems concerned about higher interest 
rates and inflation can the Board not do something about it? Do 
you not have powers in that area? 

Mr. Drxon. No, we have no authority except in a very limited 
field. In the case of new institutions applying either for membership 
or for insurance of accounts, we make it one of the conditions usually 
that they abide by the existing rate. 

Mr. Tuomas. Before you grant a charter? 

Mr. Dixon. Yes, sir. But the old ones, the ones with a good re- 
serve position, we have no authority by law. It must be by per- 
suasion. 

Mr. Yates. What portion are second and third mortgages? 

Mr. Dixon. None. All first mortgages. 

Mr. Yavres. | thought your institutions were going in for second 
mortgages. 

Mr. Drxon. No. 

Mr. Yates. They are not permitted to? 

Mr. Drxon. No. 

Mr. Evins. The President is concerned, the Secretary of the Treas- 
ury is concerned, the Congress is concerned, and certainly the public is 
interested, but is the Board going to agree to the demands of its mem- 
bers and banks and others, just institutions themselves, for more and 
more dividends and higher interest rates? Since there is such a 
unanimous concern and agreement, it seems to me there should be 
some authority, some means somewhere where these inflationary 
pressures could be arrested at least temporarily. 

Mr. Rospertson. We have no authority to fix dividend rates as 
such, but we do have supervisory authority as to matters of reserves 
and management and operations to keep an association within a con- 
servative operation. They cannot pay more than they earn. 


FREQUENCY OF DIVIDEND PAYMENTS 


Mr. Tuomas. Do you have any authority as to the number of pay- 
ments per year the association makes? If you have no authority as to 
amounts, do you exercise any jurisdiction as to the number of pay- 
ments they make a year on deposits? 

Mr. Rogertson. The federals ordinarily pay their dividends twice 
a year, but there are many State institutions, notably in New York 
and California, where they are permitted to pay quarterly. In order 
to give the federals the same competitive advaritage, we have approved 
quarterly payments in those States where the State associations are 
authorized to do so and follow the practice. 

Mr. Tuomas. How is it you have authority to regulate the time 
of payment of revenue and you do nof have authority to regulate the 
amount of payment? 

Mr. Rosertrson. That is a matter of law, is it not, Mr. Creighton? 

Mr. Tuomas. Is that in the law? 

Mr. Hatvanan. | think, Mr. Chairman, in the insurance contracts 
one of the conditions is that we have to approve change in bylaws. 
In other words, an institution’s bylaws with respect to their security 
forms. 

Mr. Tomas. That is the device you use? 
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Mr. Hauuanan. Yes. 
Mr. Jonas. If Congress should change the tax laws, that might 
cool the desire to raise dividend rates. 

Mr. Tuomas. You mean put out the fire altogether? 

Mr. Dixon. It would probably first result in associations with good 
reserves paying out everything that they took in in the form of 
dividends. 

Mr. Jonas. You mean so as not to show earnings? 

Mr. Dixon. That is right. Personally speaking, I think it would 
be bad because we are drumming all the time to these associations 
that they should have adequate reserves, maybe not adequate but 
what we have considered adequate. The figure that was arrived at— 
I do not know exactly on what base it was put—but I think it was 
pretty generally the amount that was found to be necessary in times 
of stress. 

RESERVE REQUIREMENTS 





Mr. Yates. | do not understand why it would result in the institu- 
tions paying ma their reserves if you require them to maintain a 
sufficient amount of reserves to protect the institution. 

Mr. Dixon. The Congress, of course, might change the requirement 
for reserves. The Congress has simply stipulated that associations 
should have 5-percent reserves at the end of 20 vears. We, by regula- 
tion, have established certain steps, certain landmarks. 

Mr. Yares. How much of an increase have you required over the 
5 percent? 

Mr. Dixon. We went clear up to 12 percent. They have to keep 
allocating to reserves until they reach the maximum of 12 percent. 

Mr. Yates. They can pay out in dividends the excess over 12 
percent of their reserves? 

Mr. Drxon. That is right. 

Mr. Evins. These regulations apply to new associations or to the 
old ones also? 

Mr. Drxon. All of them. 

Mr. Jonas. The income taxes start when they get above that 
12-percent reserve? 

Mr. Hatnanan. They are subject now. 

Mr. Dixon. They pay the same income tax above 12 percent. 

Mr. Evins. Your member banks and associations provide another 
source of credit which is desirable and needed and necessary and to 
be commended, but I do think there is a trend here in both banks and 
other financial institutions that ought to be restrained somewhere. 
This inflation is dangerous to our economy. Mr. Humphrey has 
gone out of office because he does not want his hair curled. 





FREQUENCY 





OF EXAMINATIONS 





How many examinations do you make of your member institutions 
per year? I believe you may have answered that. 

Mr. Drxon. Our goal is 1 every 12 months. Actually as of Janu- 
ary 31 it had been reduced—the chairman asked about that—it had 
been reduced from an average of every 18 months to once every 13 
months. 
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We have just been able to keep even during the last 6 months be- 
cause the recruiting program is very difficult to maintain and to make 
effective. 

Mr. Evins. As a matter of information, are these examinations 
made in the Atlanta region, for instance, from your Atlanta member 
banks? Are the examinations of Federal savings and loan associa- 
tions in that area conducted from out of the Atlanta branch or Wash- 
ington or elsewhere? 

Mr. Drxon. The district bank has charge of that and the chief 
examiner is at Greensboro, N.C. In that particular instance certain 
examiners probably are stationed at Atlanta. However, in order to 
make an effective examining division, those assignments are changed 
frequently just the same as is done by other supervisory agencies. 

Mr. Evins. In your periodic examinations do you from time to time 
from Washington call for reports from all member institutions? 

Mr. Dixon. The reports from the institutions come to Washington. 

Mr. Evins. You do make request for them from here? 

Mr. Drxon. The examinations? 

Mr. HaLuanan. You mean similar to a bank call? 

Mr. Evins. The Federal Deposit Insurance Corporation at any 
time, out of the air, might call for a bank statement. “Give us a 
report of your condition as of today,” the FDIC asks. 

Mr. Dixon. Instead of that, our examiners go in at unexpected 
times. We get statements from the institutions on a monthly basis) 
We get complete annual reports from every member. 

Mr. Evins. You make your examinations once every year? 

Mr. Dixon. Approximately that. 

Mr. Evins. In addition, the association members send to the 
district office a monthly report of their condition? 

Mr. Dixon. They send a monthly report which is not entirely 
complete. 

Mr. HaLuAHAN. It covers most of the data. 

Mr. Dixon. It covers what we consider essential data. 

Mr. Evins. That is channeled to your board in Washington? 

Mr. Dixon. That is right. 

Mr. Evins. When you receive it here, what administratively or 
otherwise do you do with that report? 

Mr. Dixon. First it is analyzed by the district chief examiner, who 
has his office in Greensboro. If there are any particular items of 
significance, of course, the examiners in the institution flag those and 
call them specifically to the attention of the chief examiner 

Then they come to our Division of Supervision. The Division of 
Supervision, of course, in addition to taking care of the cases which 
are specifically called to its attention bv the flagging of the chief ex- 
aminer and the examiner in the field, makes what might be termed a 
spot check. 

In other words, they take a certain percentage just at random and 
examine them and analyze them very carefuily and very thoroughly, 

Mr. Evins. What has been the action of the Board, let us say, 
within the last year or 18 months on regulations or instructions to your 
members generally? 

Mr. Dixon. There would be no instructions to the members that 
I recall as such. There would be instructions to the Chief Examiner, 
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and he in turn to the 11 regional banks, and to the chief examiners 
fo the districts direct from our Division of Examination. 

For example, one of the instructions, I think, that has come within 
the last 18 months was to advise the district chief examiner that he 
was to send in an adequate force of examiners in any given situation. 

In other words, where normally he might send in 4, if in his opinion 
8 or 10 examiners were justified, he was given instructions and the 
responsibility for seeing that that number of examiners was assigned. 

Mr. Evins. Other than increasing personnel or in sending examiners 
into the institutions, have there been any regulations or instructions 
to the association members which would cause them to take positive 
or affirmative board action? 

Mr. Drxon. You refer now to dividend rates or anything of that 
kind? 

Mr. Evins. General instructions. 

Mr. Dixon. Except that we made provision so as to encourage the 
larger institutions, particularly, to require a continuous internal audit 
by association employees who ‘had no part of the management function 
or, as an alternative, to employ an independent auditing firm, certified 
public accountants, to make audits. 

The inducement to those institutions for making those changes, 
which we felt were constructive, was to omit the auditing which 
normally might be done by the examiners when they made the regular 
examination. If the independent audit met the requirements which 
were set forth in detail, it would be accepted and would save the 
association the added examination expense. 

Mr. Evtins. Those additional independent audits, are they applied 
generally or is it specific instructions to one or more members where 
the case has been flagged? 

Mr. Drxon. No, that is general. 

Mr. Evins. In other words, you are recommending within the past 
18 months more personnel to make more examinations and suggesting 
also additional independent audits? 

Mr. Drxon. That is right. 


RESERVE REQUIREMENTS 


Mr. Evins. And the reserve requirements you are requesting be 
upped. 

Mr. Dixon. That is within the last 18 months, we adopted a new 
reserve requirement which fixes the limit at 12 percent. Before we 
did not have that. 

Mr. Evins. Was the limit prior to that 5 percent? 

Mr. Dixon. That was the limit fixed by the Congress. 

Mr. Evins. That is a minimum limit? 

Mr. Drxon. That was the minimum. 

Mr. Evins. What was the limit prior to the requirement? 

Mr. Dixon. From the language of the statute, the Board felt that 
it had authority to require additional reserves, The statute simply 
states that an insured association must have a minimum of 5 percent 
as a loss reserve at its 20th anniversary of the insurance of its accounts. 

Mr. Evins. What was the reserve limit generally practiced or on 
an average prior to the raising to 12? How much of an increase did 
you effect? 
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Mr. Drxon. We cannot tell that as yet. I think the national aver- 
age is presently 7.5 percent. 

Mr. HaLianan. It moves very, very slowly. 

Mr. Evins. It is a substantial increase you provided 

Mr. Drxon. Yes. The percentage to total assets increases very 
slowly because the associations have been growing rapidly. 

Mr. Evins. That is the one other question I want to ask and then 
I will desist. 

How many new association members have come into the organiza- 
tion within the past 12 or 18 months? 

Mr. Hauiawan. About 125. 

Mr. Evins. How does that rate of increase compare with your 
historic growth? 

Mr. Dixon. I think that has been fairly normal for the last 8 or 10 
years—fairly stable for that period. 

Mr. Evins. Thank you, Mr. Chairman. 

Mr. Jonas. What percentage of the lending institutions, building 
and loan, State associations, are outside your organization? 

Mr. Hatuauwan. There are more State-chartered insured associa- 
tions than Federal. 

Mr. Drxon. The Congressman is asking about the uninsured. 

Mr. Jonas. How many are outside of your system—-what percent- 
age of the total? 

Mr. HauuaHAan. There are roughly 6,000 altogether. About 3,850 
of those are insured institutions. There are about 4,450 of those 
that is, the 3,850 insured plus another 700 that are not insured—that 
belong to our bank system. The remaining 1,500 or 1,600 we have no 
relation with whatsoever. 

Mr. Jonas. The statistics you have given us today concerning 
lending and increase in deposits apply only to your member institu- 
tions and would not take into consideration the activities of the associ- 
ations outside? 

Mr. Dixon. It includes all associations. 

Mr. Torrence. About 95 percent of that would be member institu- 
tions. 

Mr. Jonas. How do you get the information from them? Is that 
voluntary? 

Mr. Hautianan. From the nonmembers? 

Mr. Jonas. Yes. 

Mr. Torrance. We get annual summaries from the State super- 
visor, with few exceptions. In that 5 percent we have to fill in just 
a few gaps. 

Mr. Jonas. You think the figures you have given us today are 
95 percent of the total? 

Mr. Torrance. Ninety-five percent certain and the other 5 percent 
is 90 percent correct. You are within a very small fraction. 

Mr. Evins. Of these 125 new associations, can you determine how 
many are bank-sponsored or in which banks are connected or 
interested? 

Mr. Hatianan. You mean our banks? 

Mr. Evins. Commercial banks. 

Mr. Dixon. A very small percentage. There are a few. As a 
matter of fact, the board welcomes interest on the part of commercial 
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banks so long as the association is not a captive institution. Would 
not that be a fair statement? 

Mr. Hatianan. Yes. It is hard to express an answer. If you 
want to know what percentage of our directors were commercial 
bank directors, that might answer it. 

Mr. Evins. I understand there are new associations being formed 
from time to time and that some banks are taking advantage of the 
opportunity to form an independent association “and have a large 
interest in it, because there are certain loaning facilities which the 
banks might not have because of regulations otherwise. 

Mr. Rozsertson. I cannot think of a single one coming within that 
description. 

Mr. Drxon. If they do, they slip by. We examine the boards of 
directors and the proposed organizing groups very carefully. How- 
ever, I am not saying there are no errors. 

Mr. Evins. Where you have directors on both? 

Mr. Rosrertson. We do not object to having—— 

Mr. Tuomas. Just so long as it is not a captive institution? 

Mr. Ronertson. That is right. We want them to be independent. 

Mr. Evins. Are there many instances in which loan associations and 

banks are cooperating and cooperative in particular areas? 
f Mr. Drxon. I do not know what the Congressman has in mind in 
saying “‘cooperative.”” We have instances, many of them, where the 
bank is not at the particular time making home mortgage loans, and an 
inquiry will be made and the banker will say, “Why don’t you go 
down to Mr. So-and-so at the X association and you can probably 
make arrangements for buying your home.” 

We have many instances of that kind. And by the same token I 
think it has to be reciprocal. We have to have the association manage. 
ment friendly with the bankers. 


ECONOMIC OUTLOOK 


Mr. Botanp. In the past couple of days we have been exploring 
the economic field with specific reference to mortgaging and housing 
with the VA, FNMA, FHA, Voluntary Home Mortgage Credit Pro- 
eram, and now yourself. 
~ Js your industry satisfied, would you say, with the manner in which 
the Nation’s economy is now running? What we have been doing is 
calling upon the testimony of amateur economists like yourselves 
who are in the field and who know something about this program, 
sometimes more than those who do not deal directly with it. 

Would you say your industry is satified with the way the economy 
is operating now? 

Mr. Hautianan. Let me put it another way. Our institutions 
have in the neighborhood of $40 billion of the Nation’s individual 
savings. I think their economic objective and outlook would be in 
favor of an economy which did not cause serious erosion to that 
savings. 

Mr. Botanp. Do you think the pumping of more money into the 
economy would cause serious erosion? 

Mr. Hatuawan. Let me answer that this way. I think our 
business would look with disfavor upon the cost of living increasing 
rapidly. 





837 


Mr. Tuomas. What was. your answer to Mr. Boland’s question 
about pumping money? 

Mr. Hatianan. I did not answer it directly. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Vursz.u. If we keep the economy about where we have it now 
and prevent further erosion through inflation, would you say that 
that might be a rather favorable or tenable position? 

Mr. Rogertson. I would say it would be almost ideal. 

Mr. Vursetu. That is what I had in mind. Now is it not a fact 
that having gone into the great depression and the wars, and so forth, 
that we have the notion of ch ap money so much in our minds now that 
we cannot recognize what ought to be almost a normal position today? 

What I mean by that is that this country was built on a 6 and 7 and 
7 and 8 percent interest rate. The man who was frugal and saved 
was given a run for his alley, so to speak, where he could get some- 
thing out of his savings. 

Now, after we got into the great depression, we got money down 
and had to keep it down cheap because of the national debt, and other 
factors, and we are in fact now more nearly in a normal period from 
an economic standpoint, are we not, than we were back in 1932 and 
1938? 

Mr. Yares. I remember 1920 when they talked about a return to 
normalcy. 

Mr. Vursetu. I am not trying to talk politics in this thing. 

Mr. Yates. What is normal? 

Mr. Vursextu. A normal situation will probably not be attained, 
but we have had a 50 percent decline in the purchasing power of the 
bonds that were bought 15 and 20 years ago. We have been moved 
in my judgment by a certain philosophy and certain things that have 
happened. 

One is that the people have gone for security and they want more 
things than they ever had, and they are spending more money than 
they ever spent. There is less of a tendency possibly to save than 
there was in the beginning. 

That brings us up to this. There is a competition for money by 
everybody to supply the needs of people who are spending the greatest 
amount of dollars they ever got because they are 50-cent dollars. 

L do not know whether this is an observation or a lecture, but my 
thought is this: That we will never return, unless through the channels 
of a depression—and we hope that will never come—to where the 
dollar will purchase any more than it will today. But if we put more 
money into the economy through deficit financing and printing press 
money, you are going to deflate the money you already have through 
inflation. 

I come back to the ideal situation, if we can hold it about where 
we are. 

Mr. Tuomas. You are not far wrong. It is a very good statement 
or lecture or whatever you call it. 

Mr. Vurseiu. We just cannot go on with inflation. It is a greater 
and more deadly enemy to this country in my judgment and in the 
judgment of a great many other men in this country than Russia is 
today. 
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FORECLOSURES 


Mr. Jonas. What is your foreclosure rate compared with January 

>a year ago? 

Mr. Drxown. It is up slightly. 

Mr. Jonas. “Slightly’’ is an elastic word. 

Mr. Hauianan. The foreclosure rate a year ago was extremely low. 

Mr. Roperrvson. I think, perhaps, Mr. Jonas, rather than to give 
estimates, it would be better if the record would show the foreclosure 
rates over a longer period of time. We shall be glad to provide these 
statistics. 

Mr. Tuomas. Put it in the record for a period of 5 vears. 

Mr. Jonas. Put a table in. 

Mr. Tuomas. Put it in for the last 5 years and show the first 6 
months of this year. 

(The information referred to follows:) 


Estimated nonfarm real-estate foreclosures, 1952, 1st quarter, 1957 


Monthly data 


1954 1955 1956 


Total- ee reae 8, 135 | , 47: 26,211 | 
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January --- | , 640 , R58 305 
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November_____- er , 435 | 779} 2,181 } 
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December. ----- ‘ , 085 , 971 | 2, 224 
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NortTe.—Estimates of number of foreclosures in the United States in all nonfarm areas are based on data 
reported from approximately 1,400 counties, cities, townships, or other Government divisions, and measure 
the number of properties acquired through foreclosure proceedings. Reporting areas include approxi- 
mately 36 of all nonfarm 1- to 4-family dwelling units. Voluntary deeds of sale in lieu of foreclosure are not 
included, nor are defaults on real-estate contracts. 


Mr. Jonas. The Board does not think the rate is alarming? 

Mr. Rosertrson. No; not at all. 

Mr. Jonas. Or significant? 

Mr. Tuomas. The word “significant” is the best he has used yet. 

Mr. Jonas. VA had the same experience. 

Mr. Dixon. The total number of mortgages is larger and there 
are more foreclosures. 

Mr. Botanp. Do your associations loan much money on FHA 
guaranteed loans? 

Mr. Dixon. Not percentagewise. Their GI lending was con- 
siderably higher than their FHA’s, but nearly every association 
participates in both programs. 

Mr. Tuomas. Are there any further questions, gentlemen? 

If not, I will say that we are grateful to all of you, Mr. Chairman 
and your able colleagues and staff, for coming over. This has been 
very interesting and helpful to us. 

I think we have a record here that the country can read with quite 
a bit of interest and a lot of satisfaction, deep satisfaction, knowing 
that this great industry is in the hands of good, sound people. Come 
back to see us again. 

Mr. Rosertson. Thank you, Mr. Chairman. 
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F. MORAN McCONIHE, COMMISSIONER OF PUBLIC BUILDINGS 
W. A. SCHMIDT, ASSISTANT COMMISSIONER 
JOE E. MOODY, ASSISTANT GENERAL COUNSEL 


NATIONAL ARCHIVES 


Mr. Tuomas. The committee will come to order. 

We have with us this morning the General Services Administration. 
We welcome back our friends, Mr. Floete, the Administrator; Mr. 
Sweeney, the General Counsel; Mr. Medley, the Comptroller; Mr. 
Turpin, the Assistant Comptroller; Mr. Jumonville, Chief of the 
Programs Estimates; and with respect to an item that is of interest 
to the National Archives, we have Mr. Bahmer, Deputy Archivist of 
the United States and Mr. Walter Robertson, Jr., administrative 
officer, and with regard to the public buildings construction pro- 
grams we have Mr. McConihe, Commissioner of Public Buildings; 
Mr. Schmidt, Assistant Commissioner, and Mr. Moody, Assistant 
General Counsel. 

We welcome each of you aboard. It is always nice to have you. 

Mr. Fiorern. Thank you. 


MiIcROFILMING, PACKING, AND Surppina, Pumipprne INSURRECTION 
RECORDS 


Mr. Tuomas. Mr, Administrator, we will take up first a little item 
here contained in House Document No. 213 that we want to dispose 
of under the National Archives calling for $35,000 for microfilming, 
packing, and shipping of the records of the Philippine Insurrection. 
These records cover a period from 1899 to 1903, as I recall. The 
deficiency here is by virtue of Public Law 85-81, approved July 3, 
1957, authorizing the transfer to the Philippine Republic of certain 
records captured by United States forces from the Philippine insur- 
gents during the period 1899-1903, for which you are asking $35,000. 

Mr. Administrator, it might be of interest to insert page 2 of the 
justifications in the record at this point. 

(The page referred to is as follows:) 
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Exuisir A 
































PHILIPPINE INSURRECTION REcoRDsS INCLUDED IN RxEcorRD Group 94 OF THE 
NATIONAL ARCHIVES OF THE UNITED STATES 


Original records of the Philippine Insurrectionary Government offices, bureaus, 
agencies, and officials, including its President, Secretary of War, Secretary of 
Interior, Secretary of Treasury, military commanders, and provincial, and other 
local government officials, consisting of orders, proclamations, decrees, official 
issuances, correspondence, reports, accounts, courts-martial and other legal pro- 
ceedings, local regulations and issuances, and other related documents which were 
created and maintained by insurrectionary government or accumulated by it 
from predecessor Spanish agencies, covering for the most part the period from 
1898 through 1902, but including papers pertaining to prior insurrections against 
the Spanish and subsequent guerrilla activities. The records concern the whole 
range of civil and military governmental activity, including foreign relations, and 
internal general, military, and local administration; and cover such. subjects‘as 
agents in foreign countries, agriculture, American relations, Anti-Imperialist 
League, arms, assassination, army actions and activities, citizenship, Chinese, 
clergy, codes and ciphers, commissions (insurgent), congress (insurgent), contribu- 
tions of war, consuls (foreign), courts, customs duties, explosives, Federal Party, 
foreign affairs, Germany, government organizations, guerrilla warfare, Hong 
Kong Junta, Japan, Jesuits, taxation, Treasury receipts and expenditures, United 
States Government relations, vessels and trade, and War Department (insurgent) 
activities. Also included are a small quantity of private letters to officials and 
other individuals not associated with the business of the insurrectionary govern- 
ment. There are some volumes, including letters sent, letters received registers, 
and account books, but the greater part of these records consist of more than 
200,000 individual manuscript documents in file folders and/or tied in bundles. 
They are written for the most part in Spanish but include a large quantity in the 
Philippine dialects, including Tagalog, Ilocano, Visayan, and Pangasinan; and 
not a few are a mixture of both Spanish and the dialects. There are several! lists 
filed with the records that serve as a guide and partial index to some of these 
records but there is no comprehensive or detailed guide to their complete informa- 
tional content. 

Mr. Tuomas. How many cubic feet of records are involved alto- 
gether? 

Mr. Baumer. 200. 

Mr. Tuomas. At this point in the record we will insert page 1, 
which shows a breakdown of your $35,000, which is as follows: 

Sorting, arranging, preparing for microfilming and microfilming 
663,000 images at $0.0516, $34,200. 

Packing and crating original records, 67 crates at $5.60, $375. 

Transportation of original records, 5 tons at $85 making $425, or a 
total of $35,000. 

(The page referred to is as follows:) 


SUPPLEMENTAL ESTIMATE OF APPROPRIATIONS, 1958 


OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORDS SERVICE 


Appropriation language: 
“For an additional amount for ‘Operating expenses, National Archives and 

Records Service’, $35,000.”’ 
GENERAL STATEMENT 


‘Public Law 85-81, approved July 3, 1957, authorizes the transfer to the 
Philippine Republic of certain records captured by the United States forces from 
Philippine insurgents in 1899-1903 and an appropriation of $35,000 to carry out 
the project. 

“The proposed supplemental appropriation will permit the General Services 
Administration to microfilm the records before shipment to the Philippine Gov- 
ernment and to pay the related expenses for packing and shipping’’ (from the 
President’s transmittal message). 
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JUSTIFICATION 


Public Law 85-81 provides that before effecting the transfer of records, the 

Administrator of General Services shall cause to be made a microfilm copy of 
ach document which the Secretary of State or his designated representative 
shall select for preservation in the National Archives. 

The records consist of bound volumes and individual manuscript documents 
totaling some 200 linear file feet. The general nature of these records is set forth 
in exhibit A, attached. It is expected that substantially all of the records will 
be microfilmed. 

Public Law 85-81 requires that the records be microfilmed before shipment and 
it is estimated that a total of 663,000 microfilm images will be made. 

The cost of the project is estimated as follows: 


Sorting, arranging, preparing for microfilming and microfilming 663,000 








image at QUOGIGs. i Ph PI O_O AUIOIES. 28s $34, 200 
Packing and crating original records, 67 crates at $6:60s. opis fos ceo 375 
Transportation of original records, 5 tons at $85.00__.__.......------ 425 

‘TONE GONE GONG go eis scks SS sk See ee 35, 000 


Mr. Tuomas. I have some notes here that I have made. How 
much space is involved? What is the yearly cost of housing the 
records now, and what will be the cost of microfilming? You have 
an item of sorting, arranging, and preparing for microfilming and 
microfilming, at $34,200. What will be the actual cost of micro- 
filming? 

Mr. Baumer. The major portion of the cost of this job will be 
directly on the microfilming operation. In this particular case the 
arrangement and the sorting will probably be even less than it is on 
the normal job. We are going to follow the registry number system 
that was given these records by the Adjutant General’s Office, so our 
arrangement is actually not too difficult a job. 

Mr. Tuomas. How much will that cost? 

Mr. Baumer. Probably the cost of one GS-7 position. 

Mr. Tuomas. What will be the cost of microfilming itself? 

Mr. Baumer. It will be about $26,000 to $27,000. That is the 
actual microfilming. That includes the film cost and the operation 
cost. 

Mr. Tuomas. We have had these records a long time, in the neigh- 
borhood of 60 years. Why this demand for them? Does the Phil- 
ippine Government want them back? 

Mr. Baumer. Yes. 

Mr. Tuomas. Did the Archivist originate this legislation? 

Mr. Baumer. No; we did not. 

Mr. Tuomas. Where did it originate? 

Mr. Baumer. The first we heard about it was when the State De- 
partment called and asked us whether we had the records. We told 
them we did and gave them a description of them. They asked if 
we had any objection to their return to the Republic of the Phil- 
ippines, that a request had been made for them. 

Mr. Tuomas. And this came from the State Department? 

Mr. Baumer. Yes. 

Mr. Tuomas. Do you have objection to turning them over to the 
State Department and letting them pay the cost? 

Mr. Baumer. We have no objection to returning them to the 
Philippine Islands. Our position was, and it’ was cone vurred in by the 
Army, from whom we got the records originally, that they should not 
be removed from the countr y without a copy remaining in the United 
States for use by American students and scholars. 





842 


Mr. Tuomas. Any way, the original request came to you from the 
State Department? 

Mr. Baumer. That is right. 

Mr. Tuomas. And the State Department offered to pay the 
$35,000? 

Mr. Baumer. No, they did not. 

Mr. Tuomas. Did they ever offer to pay any part of it? 

Mr. Baumer. They did not. I do not think the question was actu- 
ally discussed. When the question of formal legislation came up our 
reaction was that there should be ineluded in the legislation directing 
return of the records a provision for their microfilming in order that a 
copy of the records would remain in the National Archives. 

Mr. Tuomas. You certainly would not object to doing the work if 
the State Department were to make a contribution to pay for your 
services? 

Mr. Baumer. We would not. 

Mr. VurseEtt. If they cannot negotiate with the State Department 
to pay for this, probably we will have to. Is that not about the sum 
and substance of it? 

Mr. Tromas. Certainly there is no urgency in the matter. We 
have had the records for about 60 years. 

Mr. Banmer. The only urgency is the feeling on the part of the 
Filipinos that they would like to have the records back as soon as 
possible, certainly now that the authorization for their return has 
been enacted into law. I checked with representatives of the State 
Department as to the timing on this. They felt it would be eminently 
desirable if we could ome the filming job as rapidly as possible. 
In other words, our request for this supple mental stems from the fact 
that if we could get the money now instead of waiting until 1959 we 
could get on with the job at once and save, in time, 9 months to a year. 

Mr. Vursety. Would there be any economy because of space 
released? Do the records require much space? 

Mr. Baumer. The volume of space that they occupy, compared 
to the total volume of records in the National Archives, is almost 
negligible. 

Mr. Tuomas. How much space do they occupy? 

Mr. Baumer. About 200 cubic feet. 

Mr. THomas. What is the value of that space? 

Mr. Baumer. It is costing us for maintenance probably $250 or 
$300 a vear. 

Mr. Vurseiut. That would be some compensation. From the 
standpoint of international relations it seems that you have to do it, 
and it seems that you should work this out some way between 
yourselves and the Department of State. 

Mr. Jonas. I do not think there is any question about turning 
this over to the State Department. The law is already on the books 
directing GSA to do this and authorizing the money. Actually, I 
assume that the General Services Administration would be the : appro- 
priate agency to do it rather than the Department of State. Ido not 
think there is much choice about the matter in view of the act that 
was approved July 3, 1957. 

I do not iinderatand why you have to have nine permanent positions. 

Mr. Baumer. Those would be permanent only for the duration of 
this project. 
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Mr. Jonas. How many people do you have doing microfilming 
work now? Why can you not absorb it without engaging nine 
additional people? 

Mr. Baumer. We have only a very small staff actually engaged in 
microfilming. This project, in money and in size, would be more 
than half of what our normal operating budget calls for. 

Mr. Jonas. There is not any time limit here. You are not required 
to complete this work in 30 days, 60 days, 1 year, or 2 years. Could 
you not spread it out and absorb it? You are even planning to pay 
overtime. ‘There is not any necessity for that much speed, is there? 

Mr. Baumer. No. I think that is just the normal amount for the 
1 or 2 days in excess of the 52-week base. 

Mr. Jonas. The thing that concerns me is the request to put on 
nine additional people to do this job. 

Mr. Baumer. That is figured on the basis of completing the job 
within the budget year in which the funds would be available, $35,000. 
We would require that many people in order to complete the work in 
the budget year. 

Mr. Jonas. What equipment are you going to have to buy that will 
cost $4,800? 

Mr. Baumer. Two microfilm cameras are involved. We will use 
probably 4 or 5 cameras. We do not have enough of them available, 
and an outright purchase of the cameras is cheaper than rental for the 
period of the project. 

Mr. Jonas. Will you have any use for them when the project is 
completed? 

Mr. Baumer. Oh, yes. We have need for microfilm cameras. 

Mr. Jonas. You are going to pick up several machines here for 
permanent use and charge them to this item? 

Mr. Baumer. The project covers the cost of two microfilm cameras; 
yes. 

Mr. Jonas. There is $3,000 for supplies and materials. I am 
assuming that is for the film. 

Mr. Baumer. That is for the film. 

Mr. Jonas. What is “Other contractual services’’? 

Mr. Baumer. I believe we expect to have the crates built for us by 
contract. 

Mr. Jonas. When you hire nine new people, you see what you 
have to do—you have to contribute to the retirement fund for them. 
That adds expense all along the line. 

Mr. Baumer. Mr. Congressman, if we had to absorb this work and 
do it over the years, it would take at least 8 or 10 years before we 
could complete the job, even though it sounds small. I am certain, 
within that time, the feelings of our friends in the Philippines would 
be such we would all be embarrassed at the length of time it was 
taking to get this job done after the return of the records had been 
authorized. 

Mr. Jonas. That is all. 

Mr. Evins. I have no questions at this time on this subject. We 
are glad to see our friends from the General Services Administration. 
I think that they have some other problems—some bigger problems— 
with which they should be more concerned. I believe we could almost 
turn over this matter to the Archives. 
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JUDGMENT BY Uwnirep Stairs Districr Court ror ConGER 
LAUNDRY PROPERTY 


Mr. Tuomas. Now, Mr. Floete, we would like to talk to you. and 
your friends, Commissioner MeConihe and his staff, about the judg- 
ment by the United States district court for the Conger Laundry 

roperty. You have a deficiency for $222,120 in Senate Document 

0. 38. The committee studied this problem at one time, and the 
General Services Administration came up with a budget estimate of 
some 6 or 8 months ago, at the time it was handled by this committee 
in the regular bill. What was your original estimate on the cost of 
this property? 

Mr. Fiorre. $300,000. You gave us $250,000. 

Mr. Tuomas. When it went to the court, what was the action of the 
court? 

Mr. Fiorrsr. They established a value of $450,000. 

Mr. Tuomas. And the estimate of the General Services Administra- 
tion was $300,000? 

Mr. Fiorts. That was the original estimate. 

Mr. Moopy. We based our estimate of this at $12 a square foot, 
and the judgment was $21.38, to be exact. 

Mr. Tuomas. At the time of the court action, was the General 
Services Administration called in to testify as to the value of the 
property? Just what was the evidence that warranted this kind of a 
judgment when your first estimate was $300,000? Is it $522,000? 

Mr. Moopy. On this, it was $450,000. There was another small 
piece of property involved in that figure. 

Mr. Tuomas. There is a lot of difference between $450,000 and 
$300,000; just a 50-percent increase. Who made the error in judg- 
ment there of $150,000? Whai Iam trying to get at is this: Was your 
original judgment based upon a study by your own investigators and 
your own appraisers for $300,000? 

Mr. McContne. It was based upon a staff appraisal made January 
8, 1955. Then the ultimate award was based upon the appraisers 
engaged by the Department of Justice. 

Mr. Tuomas. Does the Department of Justice call in your apprais- 
ers and ask your appraisers of their opinion of the value? Were you 
consulted in any way, shape or fashion by the Department of Justice 
as to the value of the land? 

Mr. McConrue. Our evidence was submitted to the Department of 
Justice. 

Mr. Moopy. They had our appraisal report. 

Mr. Tuomas. Did they call in your appraisers? 

Mr. Moopy. No, they did not. 

Mr. Tuomas. Did they ignore your appraisers? 

Mr. Moopy. They did not use them in the lawsuit. They talked 
to them before they went to trial but they hired their own appraisers. 

Mr. Tuomas. You mean that the Department of Justice hired other 
appraisers? 

Mr. Moopy. Yes. 

Mr. SwEeENeEy. It is customary for them to hire their own apprais- 
ers. 

Mr. Jonas. That is on the theory that they can prepare a better 
case if they have independent appraisers? You would be a party to 
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the suit. Using your appraisers would be using witnesses interested 
in the outcome. 

Mr. Moopy. That is correct. 

Mr. Jonas. They feel outside appraisers would offer better 
testimony? 

Mr. Moopy. They have always been reluctant, when we get into 
a contest on values, to use an employee under the control “of that 
agency. 

Mr. Tuomas. Any counties lawyer understands that. 

They did not consult with Government appraisers? 

Mr. Sweeney. Our appraisal was made available to the Depart- 
ment of Justice. 

Mr. Tuomas. Were the private appraisers right in this matter? 
Was the General Services Administration wrong? Why the discrep- 
ancy there? I understand no appraiser will hit the same nail on the 
same head in the way of an estimate. It does not happen that way, 
but a 50 percent variation is too much. 

Mr. McContne. There was a sale subsequent to our appraisal that 
had a sizable effect on the value of that property. 

Mr. Tuomas. Changing 50 percent? 

Mr. McConrne. Yes. 

Mr. Tuomas. Particularly when the Government is doing the 
buying? 

Mr. McContne. Yes; particularly with the large State Department 
building going up there. 

Mr. Tuomas. Who were the appraisers used by the Department of 
Justice? 

Mr. Moopy. Charles C. Koones, J. A. Weinberg, and Charles L, 
Norris. All three are well qualified Washington people. 

Mr. Tuomas. Well known? 

Mr. Moopy. Yes, sir. Their values hit right close. One was 
$450,000 and the other two were $422,000. 


PREPARATION OF 1959 BUDGET ESTIMATES 


Mr. Tuomas. Mr. Commissioner, when you come over with your 
budget estimate for next year I wish you would see to it that they are 
carefully prepared and show, among other things, the amount of rent 
spent here in the District of Columbia and give us some statistical 
information with reference to the zoning and the prices in the District 
of Columbia. Tell us how much generally you figure on spending in 
the District of Columbia for the next 2 or 3 years in the way of land 
purchases. 

I think your construction costs are in the record. 

It seems to me every time the Federal Government gets ready to 
buy something in the District of Columbia the top price never is 
high enough. It seems always to be open season in the District of 
Columbia. Yet the District says the Federal Government is a lia- 
bility around their necks. “W e want more money out of the Federal 
Government to keep us going.” 

Mr. McConrue. We will supply that, sir, in the 1959 budget 
material. 

Mr. Tuomas. Are you satisfied in your own mind that there was 
no error of judgment or anything by the Department of Justice in 
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not calling your appraisers and not using them by virtue of the fact 
it might have been somebody outside the agency, and furthermore 
that the evidence that the Justice Department presented was the 
best available evidence under the circumstances with reference to the 
price? 

Mr. McContue. Yes, sir. 

Mr. Tuomas. You think it was entirely proper and everything 


that the price more or less advanced 50 percent within a period of 
12 months? 


Mr. McContne. That is a fact; yes. 


TRADE OF PROPERTY 


Mr, Fiorre. Might I ask a question, Mr. Chairman? 

Mr. Tuomas. Surely. You can do anything you want to here. 

Mr. FLorre. When you appropriated the $250,000 there was lan- 
guage in the act that permitted the Administrator of the GSA to 
make a trade as best he could. You will recall, also, that the insurance 
company owned the property on this corner, 9,200 square feet. 

For esthetic reasons, I guess, we felt it undesirable that the building 
be located there because the main entrance to the new State Depart- 
ment Building is right here at the top [pointing to a sketch], so it 
was proposed that there be a trade. In our discussions with the 
National Association of Life Underwriters they have indicated that 
they want to change the design of the building, so rather than being 
the long way up and down it will be from side to side. 

This area is exactly 9,200 square feet which they are giving up. 

That leaves a stretch back behind here which we would like to use 
for parking purposes. 

We have asked them to make the exchange on the basis of 1 square 
foot for another square foot, and that they pay us for this additional 
land which is about 6,000 square feet at the price it cost the Govern- 
ment, $22. That would be $132,000 to pay for this strip. 

They have declined to do that. 

It seems to me the only alternative is that instead of giving them 
property from side to side that we give it clear back to the line, 
thereby increasing the size of the property that the Government will 
own. 

I feel in all justice in this matter the trade should be on a foot-per- 
foot basis. 

I don’t know whether you care to give any expression or opinion, 
and I don’t know whether they will accept that. 

It seems to me that is the only fair way to deal in this matter. 

Mr. Vurse.u. Are you referring to the two white spaces, one at 
‘either end on your chart, or are you referring to the space in the 
center? 

\. Mr. Friorre. I am referring to all of it. The Government will 
retain ownership of the two white areas on either end under this plan. 

The insurance company will maintain them in perpetuity and will 
do the necessary grading and landscaping. 

They figure that is the consideration they will give us. 

Mr. Tuomas. I do not think the committee has at any time con- 
sidered what you are talking about. To say the least, as to any 
matter that you and your staff have gone into thoroughly and worked 
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out thoroughly, when you come here this committee will lean over 
backward to go along with you. 

Mr. Evins. Does this tie in with your overall plan for the extension 
of the parkway north of the Interior Building? 

Mr. Fiogrre. No, sir. 

Mr. McContne. This is south of that. 

Mr. Evins. It in no way ties in with the overall development plan 
for the extension of the parkway south of the White House? 

Mr. McContne. No, sir. 

Mr. Evins. That is another project? 

Mr. McConrne. Yes, sir. 

Mr. Evins. How far along are you on this project? 

Mr. Fuioere. We are still haggling. 

Mr. Vurse.u. Will you go over the bone of contention there again 
in your attempt to make this exchange? 

Mr. Fiorre. They own the lot on the right edge. 

Mr. Vurse.u. They own the space on the right end? 

Mr. Fiorre. Which contains approximately 9,200 square feet. 

Mr. Vurseuui. Who is “they’’? 

Mr. Fiorerer. The National Association of Life Underwriters. 

The proposal was that because it interfered with the front entrance 
of the new State Department Building that the Government acquire 
the rest of this property, and then that we make an exchange with 
the National Life Underwriters so that they would move to the west 
and occupy an area in the center of the entire property. 

They in turn would maintain the two areas on the right and left of 
the center portion in perpetuity and they estimate that that will cost 
them $5,000 a year, which seems to me excessive, but perhaps it would 
cost half that or 60 percent of it. 

What I am saying here is that I think we should trade on the basis 
of 9,200 square feet and that we should not give them 15,000 square 
feet, which is what they are asking. 

Mr. Evins. I looked at the property. If I were director of the life 
underwriters or a member of the insurance firm I certainly would be 
for this proposition. 

They have a little tract of land on the corner. What the proposal 
would do would be to set them up in the center, make it in effect a 
parkway, landscaped, make it attractive just across from the State 
Department. Just a casual look at this map, shows that they are 
getting four times the amount of space, or at least the utilization of 
that space, and the appearance of expanded property. This would 
set them up in a very nice situation, It would be landscaped and it 
would correspond to a Government building, which would be nice, 
indeed from their point of view and it would be nice from an architec- 
tural point of view; I feel sure. 

However, I repeat it would be a good deal for the Insurance Asso- 
ciation. 

Mr. Floete certainly is thinking of the interest of the Government 
when he wants to make a better bar gain acre for acre or foot for foot 
a better trade for the Government. 

I am inclined to agree with the Administrator insofar as. further 
negotiating with them is concerned. 

Mr. Jonas. I think if I were on the Board of Directors I would 
look at another proposition, one which you have not mentioned. 
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The idea of agreeing in perpetuity to keep up and supervise land 
you do not own would be a consideration I would think about for a 
long time before agreeing to it. It certainly will be a serious encum- 
brance if they ever try to sell it. 

Mr. Fiorrse. They cannot sell it. That is another clause. . They 
will be unable to sell it. 

Mr. Jonas. Their own building? 

Mr. Fronts. Yes. 

Mr. Jonas. They will be unable to sell it? 

Mr. Fuoetre. That is right. 

Mr. Jonas. [ would not vote for that proposition at all if I were 
representing the owner. 

Mr. McContne. Except with approval of the Government. Nor 
can they make changes. 

Mr. Jonas. I would rather sell out and move somewhere else. 

Mr. Evins. They want to be landscaped and be right in the midst 
of the triangle of Government buildings in a vastly expanded and 
developed area. 

Mr. Jonas. They are already there and don’t want to be moved 
out. 

Mr. Fiorrs. They are happy to build on their own lot. The Fine 
Arts Commission objects. 

Mr. Vursetu. Do you think you can convince them? 

Mr. Fiortrr. They make it pretty tough. 

Mr. Jonas. Have you offered to assume the responsibility of this 
maintenance yourself? 

Mr. Firorte. We have not offered to do that. 

Mr. Jonas. Have you thought about that? 

Mr. Fioxrte. Sure, in a casual way. I think it is a real considera- 
tion they are giving. 

I think it would cost $3,000 or $3,500 a year to maintain that 
properly. 

Mr. Evins. There would be objections to that, the Government 
maintaining the lands of a private insurance company. The tax- 
payers of the Nation would be supporting maintenance of property 
for an insurance company. 

People would object on that ground. 

Mr. Tuomas. They certainly would. 


EXPERIENCE WITH CONDEMNATION JUDGMENTS 


Mr. Jonas. I have a question on the condemnation judgment. 

Mr. Tuomas. Go ahead, Mr. Jonas. 

Mr. Jonas. My experience is that all over the country, juries in 
condemnation suits are giving tremendous verdicts. I would recom- 
mend, if I had anything to do with condemnation property, that a 
strong effort be made to close deals by negotiation and get out of the 
courts. 

We are condemning property all over the country for highways. 
Every instance that has come to my attention in my own State, the 
owners of the property are being well taken care of by the juries. 

Mr. Evins. Off the record. 

(Discussion held off the record.) 

Mr. Tuomas. What was the highest figure offered for this land and 
by whom was it offered? Did the owner of the land offer any testi- 
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mony of his own through his own appraisers as to the value of this 
land? 

Mr. Moopy. Yes, sir; the figure was $474,660. 

Mr. Tuomas. How many did he have? 

Mr. Moopy. Just the one appraiser. 

Mr. Tromas. I presume he used a qualified and well-known man? 

Mr. Moopy. Yes, sir, Alvin Aubinoe. 

Mr. Tuomas. What price did you finally come up with? 

Mr. Moopy. $450,000 was the Government’s top value. 


Lease PurcHase PROGRAM 


Mr. Tuomas. If there are no further questions on this, gentlemen, 
let us discuss briefly, with the Commissioner of Public Buildings and 
the Administrator here, the following in general: 

What is the status of the lease-purchase program? What is the 
prospect of getting some money? If you get it what rate of interest 
will you pay? Generally bring us up to date. 

Then after you get through that you might think about what your 
idea is in the way of a direct appropriation for a building program, 
and whether that is desirable in your judgment. 

If so, do you plan to request any money of the Bureau of the 
Budget ‘for that purpose? If so, how much? 

Generally, how many projects have you approved, and how many 
are ready to go if you start out in the direct building program or in 
the lease purchase program? 

Mr. Fuioere. I will talk on that, Mr. Chairman. 

Mr. Tuomas. We will be delighted to listen to you, Mr. Floete. 


STATUS OF LEASE-PURCHASE PROJECTS 


Mr. Fioeter. Ninety-eight projects were approved under the lease 
purchase program last year and the year before. The total maxi- 
mum cost of those approved projects was $692 million. 

We immediately proceeded with letting the architectural contracts 
and acquiring sites where necessary, Congress having appropriated 
originally $15 million 2 years ago, $5 million last year, which gave us 
$20 million with which to acquire sites and enter into architectural 
contracts. 

BIDS FOR CONSTRUCTION AND FINANCING 


The first of these architectural contracts was completed a year ago 
in May, and we let one at Rock Island, Ill. In that case we did get 
a combination bid for the construction and financing. 

As other projects were completed, architectural work done during 
the summer and fall of last year, we advertised for further bids and 
were wholly unsuccessful in nine of them, the last of which was bid 
in December of last year. 

Apparently we were unable to get financing bids at the 4-percent 
rate to which we were limited by administrative action. 

In some instances we got very good competitive bids on construction 
only. 

Then, as a matter of policy, the administration decided in February 
that we should hold up the program because of the inflationary aspects 
and that extended until May. 

93523—57——55 
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AMENDMENTS TO ACT 


Meanwhile we had appeared before both the Public Works Com- 
mittee of the House and Senate, and the Senate committee had re- 
quested that we submit any amendments that we thought might help 
the program work, which we did and which were incorporated in bill 
No. S. 2261, which was finally passed by the Senate in approximately 
the same form as we originally submitted the amendments. 

As you know, Congressman Jones introduced another bill which 
would have done aw ay with lease purchase except as to the Rock 
Island project which was under construction and six projects here in 
the District of Columbia. 

That is the status at the present moment. The Jones bill has been 
reported out for consideration by the full House. We don’t know 
what the outcome will be. I know what the effects will be. 

If the Senate version is accepted the original act will be extended 3 
years and the amendments which have been submitted would be in- 
cluded, and I think they would have a tendency to make the program 
more workable. 

If the Jones Act is passed lease purchase will be killed. If no action 
is taken we would be able to continue with the approved projects 
within the limits of the money which has been appropriated. 





COMPARISON 





OF COSTS 





Mr. Tuomas. How much more expensive is it to build—and I 
want your own estimates—a building under lease purchase than to go 
ahead and build it under directly appropriated funds? 

Mr. Fiorete. That is a rather hard thing to arbitrarily answer, Mr. 
Chairman. 

Mr. Tuomas. Answer it in your own way. Give us the benefit of 
your thinking on it. 

Mr. Froztre. Obviously we are in a deficit budget position, so if 
you do it by direct appropriation you nevertheless have to borrow the 
money. Probably under any circumstances the Government could 
borrow by direct borrowing at a chepaer rate than it could get under a 
contract which extends from 10 to 25 years. 

I do not know what that difference would be. It might be 1 per- 
cent, 1% percent. 

There is one factor that is greater. Under lease-purchase we pay 
taxes, which is a very substantial additional cost. 

The third factor which would affect the general cost would be the 
fact that we would get better competition under direct purchase be- 
cause the contractor would not have to worry about money. 

Mr. Tuomas. Are you saying it is cheaper to build it by lease- 
purchase than by direct appropriation? 

Mr. Fiorter. No, sir. 

Mr. Tuomas. That is not your judgment, is it? 

Mr. Fiorre. No, sir. There is no question but what it costs more. 

Mr. Tuomas. Costs more to build it under lease-purchase? 

Mr. Frorere. That is correct. 

Mr. Tuomas. What is the advantage of building it under lease- 
purchase? 

Mr. Fiorre. If you don’t have the money, it is another method. 
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Mr. Tuomas. If you have to borrow it you have to borrow it 
either way. Why pay 4 or 4% percent or 5 if you get the job done 
under lease-purchase, and if you build it under direct appropriation 
you still borrow the money and pay 3 or 3%. So there you are. 

I would like to see, and I think I speak for everybody here, and 
there is nothing partisan in this group, we would like to see some 
building started. It is a question of how you will get them started 
without upsetting the economy either through inflation or through 
upsetting the budget, and without paying too ‘much. 

Mr. OstrertaG. | wanted to ask Mr. Floete this question: In com- 
paring the two methods are you taking into account there what would 
have been an expenditure of rentals? 

Mr. FiLorte. That does not have a bearing, does it, on the relative 
cost of the building by the two methods. We would have that same 
saving in rentals no matter how we did it. 

There is no question but what over a long period of time these 
buildings, by whatever method they are built, are self-liquidating, 
because we do save the rent involved. 

Mr. OstertaG. The point I was trying to get at was this: If the 
Government continued to rent that would be an expenditure to the 
Government. 

On the other hand, if it enters into a contract to purchase by lease, 
there would be an application of the rent toward the purchase of 
that property, which would in a sense move toward the liquidation 
of that property. Is that so? 

Mr. Fioete. Yes, but wouldn’t that be true under either method? 

Mr. Ostrertac. Yes, I suppose that is true. 

However, with failure to build and appropriate money outright for 
construc tion, then the lease purchase is not all a waste of money or a 
high cost when you take into account that rental is a factor? 

Mr. Fronrer. That is right. 


POST OFFICE CONSTRUCTION 


Mr. Tuomas. Is General Services Administration going to do the 
construction work for the Post Office Department or are they going 
to set up their own architectural and engineering service and do their 
own constructing? 

Mr. FLorrr, You mean on this lease purchase? 

Mr. Tuomas. Yes. 

Mr. Fiorrr. They are authorized under the lease-purchase method 
to do that, 

Mr. Tuomas. Is there any arrangement between General Services 
Administration and the Post Office Department whereby the, General 
Services Administration would do their construction? 

Mr. Firorrs. Not under the Lease Purchase Act. 

Mr. Tuomas. Is there any good reason for that? Hasn’t the Gen- 
eral Services Administration from time immemorial done the building 
of all public buildings in this country? 

Mr. Fiorre. That has been the history. 

Mr. Tuomas. I am in faver of repealing the act if it sets up a dup- 
heating, extrs avagent process of constructing buildings when you have 
an old line Government agency here which is prepared, willing,:and 
able, as it always has been, to build these buildings: 
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There is no necessity for having two duplicating building construc- 
tion agencies, in my judgme nt, 

I see no partic ‘ular harm in leaving it on the books. Certainly we 
are not getting anything built under the Lease-Purchase Act. I do 
not see the everyday common horsesense in having two construction 
agencies, particularly when you have to start out from fresh and build 
one. 

The Post Office Department will have to build a construction unit 
from the ground up, will it not? Their job is to carry and deliver the 
mail and not being in the construction business. 

Mr. Fiorrr. Actually they have a small dollar volume of projects. 
My recollection is that whereas our authorized projects total $692 
million, they have about $23 million authorized. Therefore they hav: 
not gone very far with it. 

Mr. Tuomas. The question I am interested in is this: Does the 
General Services Administration have any arrangement where you 
will do the actual construction work for the Post Office Department? 

Mr. Fioetr. Not under the Lease-Purchase Act. 

Mr. Evins. The Post Office Department is building some buildings 
now under contract. You see them announced in the press all alone. 

Mr. Fioete. Lease, straight lease. 

Mr. Evins. They are having them drawn according to their plans, 
their standards and their specific ations and getting the contracts and 
building them. Individual post office buildings are going up. 

Mr. Fioete. That is right. That is another provision of this bill 
which gives them a 30-year leasing authority. 

We do not have that. We have only 5 years. 

Mr. Tuomas. They do not build them. Private industry builds 
them. 

Mr. Fioete. That is right. 

Mr. THoomas. Do they have a unit there to do inspecting, or some- 
thing like that? 

Mr. F.Lorrsp, I hope we get 15-year leasing authority. We have 
asked for it. We have only 5-year authority now. 


SCOPE OF CURRENT PROGRAM 


Mr. THomas. How many buildings would you have ready from 
January 1 insofar as sites, location, plans and specifications are 
concerned where you will be ready to start if you had the money? 

Me. Fuoere. Thirty-nine. 

Mr, THomas. How many in addition to the 39 would you have 
ready to go where you have plans drawn, sites selected during the 
entire calendar year? 

Mr. Fiorrs. Thirty-nine will be completed and ready for bid by 
January 1. 

Mr. THomas. How much money is involved? 

Mr. FiLoete. $63,472,000. 

Mr. Tuomas. Thirty-nine. 

Mr. FiLoete. Yes, sir. 

Mr. Tuomas. During the remainder of fiscal 1958 and through 
1959, how many will you have? 

Mr. Fiorte. Five more completed between January 1 and May 1 
Those total $31 million. 
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Mn. Tuomas. Go ahead. 

Mr. Fiorrer. The other projects total $200 million. They will be 
completed in 1958, making a total through 1958 of almost $300 
million. 

Mr. Tuomas. If direct appropriation is made for multipurpose 
office buildings, et cetera, and exclusive post office buildings, will 
the General Services Administration have the jurisdiction to construct 
and supervise and handle those buildings and be the supervisor and 
constructor and builder of post offices and multipurpose buildings, 
too? 

Mr. FLorre: Under direct appropriation? 

Mr. Tuomas. Yes. 

Mr. Fiorrn, Yes. 

Mr. Evins. I believe my interest in this program is well known. 
! have read all Mr. Jones has had to say about it, all Mr. McGregor 
has said on the subject and of course participated in our own appro- 
priation hearings. I think both Mr. Jones and Mr. McGregor are 
interested in getting some accomplishments. Congressman Mc- 
Gregor is trying to approach it from one point of view—Congressman 
Jones from another. Both are trying to arrive at the same end but 
by different methods. I am for both methods if we can get the job 
done. We are for progress in this area. There have been more than 
a hundred Members of Congress testify for such a program and they 
have been led to believe that they are going to have progress in this 
area. Mr. Jones says it will cost approximately $178 million more 
under lease purchase. 

We all know because of the tight money situation. Mr. Floete 
requested of the Budget Bureau $335 million for this current year 
for direct appropriations—and the Budget Bureau cut it out. None 
of it was approved by the Budget Bureau. We do not have any 
assurance that we are going to get any substantial sum finally ap- 
proved by direct appropriation. 

Mr. Jonas. Will you yield for one point? 

Mr. Evins. Yes. 

Mr. Jonas. 1 do not want to be included among Members pledging 
in advance to vote for a lot of direct appropriations to build Govern- 
ment buildings. 

Mr. Evins. We have members on our own committee that might 
not vote for the money, the Budget Bureau might not approve of a 
budget request. So we have our difficulties under the direct appro- 
priation method—we all agree. 

Mr. Floete, you stated that lease purchase will be killed, vou 
used the words ‘will be killed,” with the Jones bill being passed. 
Mv information is that the Lease-Purchase Act bas already expired. 

Mr. Fiorre. It has by its terms expired, that is correct, but this 
would finish it. You can still revive it now. 

Mr. Evins. It is already dead, so to speak. 

Mr. McContne. We could go ahead with the approved projects 
within the limit of cost, unless the Jones bill is passed. 

Mr. Moopy. That is right. If the Jones bill were passed, we would 
not be able to. 

Mr. Evins. This freeze order was on between February and May. 
First we were told that buildings were not being constructed because 
of the interest rate situation. But, when the administrator appeared 
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before us he testified that that was not the only factor. In other 
words, the freeze order was imposed on other grounds. What was 
the reason that brought about the lifting of the freeze order on 
buildings after May? 

Mr. Fuorre. | think originally, Congressman Evins, that the 
freeze was put on not because of the interest rate, not because we had 
not been successful, but because the administration felt they should 
not be contributing directly, as they would under a building program, 
to a further increase in inflationary pressures. 

Mr. Evins. I understand some of the reasons for putting the freeze 
on. My question now is what brought about the lifting of the freeze. 

Mr. FLorern. There was some evidence that construction costs had 
leveled off, which indicated that the inflationary pressures were not as 
strong, and that there was some decline in building, so that it was felt 
it would be an appropriate time to let us go ahead and see what we 
could do about this. 

Mr. Evins. I certainly agree that there are some places where our 
economy is spotty and inflationary pressures have declined con- 
siderably. 

Off the record. 

(Discussion off the record.) 

Mr. THomas. Mr. Vursell. 

Mr. Vurseuu. I have no questions. I do think Mr. Floete and his 
group are doing a splendid job, and certainly their testimony is helpful 
to us in better understanding the problem before us. I do believe when 
you get back to where the Congress makes direct appropriations, we 
might find the Congress might not make as many appropriations as 
we would expect. 

I have thought that this lease-purchase thing was the answer to 
some of the smaller post office buildings and voted for it. 

Mr. Tromas. We all did. 

Mr. Vursexy.. I think we all did. I was a little disappointed to 
find that it probably is more expensive than the conventional way in 
the past of building these post offices. 

Mr. Ostertag raised the question of compensating values that might 
go toward a reduction of that cost, but that is questionable. 

That is all, Mr. Chairman. 
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Mr. Ostzertac. Let me see if I understand the picture as it exists 
today and the possibility of future developments under existing 
authority. 

Do I understand correctly that the freeze has been lifted on the 
program of lease-purchase and the authority you had to go ahead 
with such a program? 

Mr. Fiorrse. Yes, sir. It was lifted in the middle of May. 

Mr. Ostrerrac. If that is so, are there barriers or conditions which 
are standing in the way of something being done along this line? 

Mr. Fioztr. We think some action by Congress on the matterlis 
necessary before we take any steps. 

Mr. Ostrertac. What action particularly? 

Mr. Fioxrre. Either they act on the Senate version of S. 2261, o1 
the House version, or else you adjourn without action. 
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Mr. Tuomas. You are saying the lease-purchase bill expired and 
has not been renewed? 


Mr. Fioere. That is right. 

Mr. Osrerrac. You need continuation or extension of the authority 
you had or some other mechanism by virtue of law in order to continue. 

Mr. Fiorre. Even though Congress takes no action, the bill will 
have died as to any other projects except those 98 which have been 
approved. We could go ahead with those within the limit of the 
appropriations you have made for sites and planning. That would let 
us go ahead with these 39 we have talked about and a few more. 


STATUS OF APPROPRIATIONS 


Mr. Osrertac. What about appropriation of moneys if anything 
s approved? Have you any dollars in the till to go ahead? 

Mr. F.iorre. Heretofore you have appropriated $20 million for sites 
and planning. In the 1958 act we appropriated $20 million more. 
We need a total for the 98 projects of $78 million for sites and design 
and $13 million for indirect costs. You have appropriated $40 million. 
We are still short $51 million for next year or some other time. 

Mr. Ostertac. Suppose the Congress extended the law or passed 
the Senate bill you speak of. That would be an extension of the 
lease-purchase program, is that not correct? 

Mr. Fiorre. That is correct. 

Mr. Ostertac. What would you require in terms of dollars over 
and above what you have? 

Mr. FLiorre. We would need $51 million more to be able to acquire 
all the sites and make all the architectural contracts for the 98 projects, 
and follow through. 

Mr. Ostrertac. During fiscal 1958? 

Mr. Fioere. Or later. It seems to me it would be desirable if we 
had it all but we could have to string it out that much longer. Obvi- 
ously, there are certain projects we cannot go ahead with at all. 

Mr. Ostrertac. That is what I am getting at. Would it be neces- 
sary to have it in fiscal 1958 in order for you to go ahead, or have you 
enough in the till to do that job during this year, assuming you would 
get money in fiscal 1959? 

Mr. FLorete. It would be much better if we had it in 1958 but we 
do not have it. We have about half. 


OTHER CONSIDERATIONS 


Mr. OstrerraGc. Do economic factors such as increased costs of 
materials in production enter into this thing? In other words, have 
you had a reasonable amount of bidding or outside interest in con- 
structing these buildings? Have the proposals to build been reason- 
able and have they come in, or has there been no competition at all? 

Mr. Fiore. It has not been sufficient competition because the 
last time we took bids it was on a combination basis where they had 
to furnish the financing as well as do the construction. We only got 
a very few bids on that basis. 

Mr. OsterraG. Do you require more than one bid on a project? 

Mr. Fioere. I think in the future we are going to try to get 
assurance that we will have money so that we can take bids stric tly 
for construction. That is what our hope is. 
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Mr. OstertaG. Suppose the method were changed by virtue of law. 
That would not have any bearing on cost or competition or open 
bidding on the matter, would it? 

Mr. FLozrx. You mean if we had direct appropriation? 

Mr. Osrerraa. Yes. 

Mr. FLoztsx. Sure, because the contractor does not have to worry 
about getting the money and he just bids on building the building 
and you will have a good many more bids. 

Mr. Osrertac. Then it is a question of tight money that is a factor 
in their bidding? In other words, a contractor in order to bid has to 
borrow the money or be financed. 

Mr. Fiogetr. That is the way we tried it. As I say, under that 
system we got only a very few bids. In some cases we got none 
whatever. They just were not interested in making the necessary 
arrangements or else they did not know where to get it. We made a 
study of the increased costs on these particular 98 projects. They 
increased on the average of about 8 to 9 percent. It is 2% years since 
most of those estimates were made. 

Mr. Ostertac. About 2 years ago? 

Mr. FLozrn. The original projects were estimated 2% years ago. 

Mr. Ostertac. What would be the picture today? 

Mr. Fuiorrn. There is an average of about 9 percent increase 
since we submitted the prospectuses to the Public Works Committees. 
It is about in line. 

Mr. Vursevu. Over what space of time is that 9 percent increase? 

Mr. Fiontr. Two and a half years. 

Mr. Osrerraa. If that is so, then an extension of this law is not 
going to improve that situation. 

Mr. Fuiortre. The Senate bill gives the Administrator of GSA 
authority to go up to 7 percent over the amounts previously author- 
ized. In cases when it exceeded 7 percent we would have to go back 
to the Public Works Committees and get an additional authorization. 

Mr. Tuomas. Gentlemen, we are always happy to have you with 
us. Thank you so much. Come back to see us again 





Fripay, Auaust 2, 1957. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


WITNESSES 


LEWIS E. BERRY, DEPUTY ADMINISTRATOR 

CHARLES M. MANNING, ASSOCIATE GENERAL COUNSEL 
HOLMES E. DAGER, DIRECTOR, NATURAL DISASTER OFFICE 
WILLIAM R. WILSON, DIRECTOR, BUDGET AND FISCAL OFFICE 


Mr. Tuomas. The committee will please come to order. 

We now come to the Federal Civil Defense Administration and we 
are happy to have with us again our old and distinguished friend, 
Mr. Hubert Gallagher, Assistant Administrator. We also have with 
us Mr. Lewis E. Berry, Deputy Administrator; Mr. Charles M. 
Manning, Associate General Counsel; Mr. Holmes E. Dager, Director, 
Natural Disaster Office; and Mr. William R. Wilson, Director, Budget 
and Fiscal Office. 
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I notice that you have an estimate in House Document 198 for 
$15 million for the President’s Emergency Fund. 

Mr. Berry. That is right. 

Mr. Tuomas. Who will speak to that? 

Mr. Berry. I will, sir. 


Mr. Tuomas. Do you have a statement for us? 
Mr. Berry. I do. 
GENERAL STATEMENT 


Mr. Tuomas. Would you like tosummarize it? That will save your 
time as well as everybody else’s and you can bring us up to date on 
your fund. 

(The prepared statement referred to is as follows:) 


STATEMENT OF Lewis E. Berry, Deputy ADMINISTRATOR, FEDERAL CIVIL 
DEFENSE ADMINISTRATION 


Mr. Chairman and gentlemen, it is a privilege to appear before you today in 
support of the supplemental appropriation request for the disaster relief fund. As 
you know, these funds are appropriated to the President, for allocation by him 
upon the declaration of a major disaster. The funds are to defray the costs for 
supplemental assistance to State and local governments in combatting and over- 
coming the effects of a major disaster. 

Under the Disaster Relief Act (Public Law 875, 8ist Cong.) as amended, the 
Congress provided a plan for the orderly and continuing assistance by the Federal 
Government to State and local governments, in order to alleviate suffering and 
damage and to assist the State and local governments in the restoration of essential 
community services. The President has placed the direction, coordination, and 
administration of the disaster relief efforts of the Federal Government in the 
Federal Civil Defense Administration by Executive Order 10427, since it provides 
an excellent training device for the emergency activities of the Federal Civil 
Defense Administration in the event of enemy attack. 

The supplemental appropriation request in the amount of $15 million will be 
utilized by the Federal Civil Defense Administrator in the furnishing of aid to 
areas declared by the President to be major disaster areas, through allocation 
made by the President for the assistance of State and local governments. 

When we appeared before this committee in February 1957, we had hopes the 
amount requested for disaster relief would be adequate for a full fiscal year. At 
that time it was hoped that the $10 million, carried over unencumbered from 1957, 
together with the regular 1958 appropriation of $10 miliion, would be adequate 
for disasters occurring in fiscal year 1958. Unfortunately, in the months since 
February, particularly in May, June, and July, the needs of the States for funds 
have greatly accelerated and have considerably reduced the amounts available to 
meet a disaster of major magnitude in fiseal year 1958. Specifically, during the 
month of May, $2 million was allocated for the Texas and Oklahoma floods; in 
June approximately $2 million was allocated for the Missouri tornadoes and the 
Arkansas and Louisiana floods; during July there were either in process or had 
been allocated $4.2 million to the following States: 








State Type of disaster Amount 
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During the last year, the President’s disaster relief fund was reduced to a 
dangerously low level. At one point in June 1957 the available balance remain- 
ing was only $76,000. -Of course, this amount would have been woefully inade- 
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quate to cope with a disaster of major proportions. FCDA believes that this 
disaster relief program should never again be placed in such jeopardy. 

Against this availability of $76,000, the Federal Civil Defense Administration 
had requests pending in the amount of $1,800,000 which, had funds been avail- 
able, we would have recommended to the President allocations to cover them. 
As a matter of fact, temporary interim allocations to States during the close of 
fiscal year 1957 had to be made because of the low balance remaining in the fund. 

These requests were for $400,000 to assist the State of Arkansas (flood), $850,000 
for Missouri (flood and tornado), and $500,000 for the State of Illinois (flood). 
If we had not been able to hold over the requests until the appropriation then 
before this committee had been acted upon or if this had occurred when the Con- 
gress was not in session, the disaster relief operations would have been seriously 
hampered. 

The approval of this request will bring the balance of the President’s disaster 
fund to approximately $38 million. Against this total amount available for 
obligation, the Federal Civil Defense Administration estimates approximately 
$33 million will be required for the conduct of this program in the coming fiscal 
year, which would be a carryover balance of about $5 million into fiscal year 1959. 

If our experience of the past 3 months is indicative of the disasters to be expected 
in fiscal year 1958, just slightly over $33 million will be required to cope with the 
disasters in all sections of the country. 

We might take one major disaster for example. The Northeast floods in August 
1955, for instance, which became known as Operation Noah, serve as an excellent 
illustration. Many Federal and State organizations participated in alleviating 
the damage and hardship caused by this torrential downpour. The total expendi- 
tures from all sources may never be known, but recorded statistics reveal that 
direct disaster assistance rendered from the President’s disaster fund and supple- 
mented with funds available to the Corps of Engineers amounted to almost $41 
million. In addition, other agencies incurred costs under their existing authorities. 

These costs are necessarily a matter of judgment and are based upon our 
experience table of the rising incidents of major disasters of the variety of Hurri- 
cane Audrey in Louisiana and Texas this spring, the California floods of late 1955, 
and the New England floods and hurricanes of autumn 1954 and 1955. 

The Federal Government, of course, does not stop to count costs in the furnish- 
ing of assistance and the marshaling of Federal resources when a disaster strikes. 
However, the President should have available funds in an adequate amount to 
meet the costs of assistance required in on-the-scene operations, in order to 
assure the swift and immediate furnishing of this assistance. 

Allocations to the States for disaster relief, and the other demands on this 
fund when a ‘‘major disaster’’ is declared seem to indicate favorable action by 
the Congress on this request to be the prudent course of action. 

I want to thank the chairman and the committee members for this opportunity 
to appear before you in support of this appropriation. I indeed appreciate your 
courteous attention and your sympathetic consideration of the proposal before 
you. 


STATUS OF FUNDS 


Mr. Tuomas. I notice that you had $13 million carry over and we 
gave you $10 million in the regular bill which makes $23 million. 

Mr. Berry. At the end of the fiscal year 1957, and before the funds 
came to us we were down to $76,000. 

Mr. Tuomas. When it rains it does not fail to pour? 

Mr. Berry. That is right. 

Mr. Tuomas. You do not know when you are going to need more 
money and how much? 

Mr. Berry. As it stands now, the unobligated balance at the end 
of 1957 was $13,122,078 and the obligations for 1957 were $15,652,294. 
Expenditures for 1957, fiscal year, were approximately $19 million. 


JUSTIFICATION DATA 


Mr. Tuomas. At this point in the record, we will insert pages 2, 3, 
4, 5, and 6 of the justifications. This has a lot of information in it. 
(The pages referred to follow:) 
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Summary of programs 











1956 1957 i 1958 
siakatuascmetigiiad et a ee ee 
PROGRAM BY ACTIVITIES i 
ee ee ee $415, 151 $383, 952 | $509, 000 
2. Grants to disaster affected areas.._.............--...--....- 15, 016, 372 15, 268, 342 | 32, 491, 000 
- nal a 
Usd. bates acaitnieaadbpiaibinnnsialnancadaenniedadaan | 15,431,523 | 15,652,294 | 33, 000, 000 
FINANCING | | 
| | 
Unobligated balance brought forward. sasath> ncaa isa ce gel —9, 705,895 | —22,774,372 | —13, 122,078 
Unobligated balance carried forward..-..........-...----------| 22,774,372 13, 122, 078 at 5, 122, 078 
Appropriation--._.......-- ; pteedunt | 28, 500, 000 | 6, 000, 000 1 25, 000, 000 
PROGRAM BY OBJECT CLASS 
Total number of permanent positions 35 32 37 
Average number of all employees. ---- } 46 40 46 
Average salary_. a $5, 278 | $6, 223 $6, 616 
Ol Personal services__.- | $250, 161 | $261, 063 | $310, 000 
02 Travel 74, 761 77, 154 | 100, 000 
03 Transportation of things 3 2, 544 | 3, 000 | 4, 000 
04 Communication services 58, 400 32, 465 | 65, 000 
05 Rents and utility services ; 1, 377 3, 000 6, 000 
06 Printing and reproduction ‘ | 25 Deans S 
07 Other contractual services ___- ; 11, 179 | 4,000 | 4, 900 
Services performed by other agencies_- | 4, 224 3, 101, 893 
08 Supplies and equipment 9, 026 1,000 | 3, 000 
09 Equipment | 1, 156 200 | 1, 000 
1l Grants, subsidies, and contributions. aon 15, 016, 372 | 15, 268, 342 | 29, 389, 107 
Contribution to retirement fund | 14, 600 
12 Pensions, annuities, and insurance claims. 252 492 | 500 
15 Taxes and assessments. 2, 046 1,578 
Total_ 15, 431, 523 15, 652, 204 33, 000, 000 
Unobligated balance brought forward —9, 705,895 | —22, 774, 372 — 13, 122, 078 
Unobligated balance carried forward 22,774,372 | 13,122,078 | 5, 122, 078 
Appropriation - - --| 28,500,000 | 6,000,000 | + 25, 000,000 


1 Includes $10,000,000 appropriated in the Independent Offices Appropriation Act, 1958. 
JUSTIFICATION OF ESTIMATE 


DISASTER RELIEF 


Supplemental estimate, fiscal year 1958_-_..____-_--- 


eee $15, 000, 000 
INTRODUCTION 


Under Public Law 875, S8ist Congress, Federal agencies are authorized. to 
assist State and local governments in coping with major disasters by providing 
materials, supplies, facilities, and personnel to stricken areas. By Executive 
order, the responsibility for coordinating the Federal agencies’ plans and prepara- 
tions for disasters is vested in the Federal Civil Defense Administrator, whose 
responsibilities under the Federal Civil Defense Act of 1950 are closely related. 

In coordinating the Federal Government’s effort in a disaster area, the Federal 
Civil Defense Administrator strives to aid local governments in alleviating damage 
and suffering, in repairing essential public facilities, and, by fostering such State 
organizations and plans as are necessary, to alleviate the effect of disasters. The 
Administrator’s aid to a State may include the repair and replacement of water 
and sewer lines, provision for temporary housing, drainage of flood waters, removal 
of debris, emergency restoration of utilities and such other activities which serve 
to bring immediate relief to a ravaged area for the protection of life and property. 

The vehicle used by the Administrator to aid a disaster area is the ‘‘Disaster 
relief’? appropriation, under which allocations may be made direcily to the State 
in distress, or to another Federal agency as reimbursement for its expenditures 
in connection with the emergency rehabilitation or restoration of facilities in the 
State involved. Through these allocations, the Federal sewrernmnaes not only 
supplements the resources of the States and local governments, but also focuses 
Federal aid where it is needed most. 
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PROGRAM AND PERFORMANCE 


During recent years, the incidence of violent weather conditions reflected in 
tornadie winds, floods, and hurricanes has resulted in substantial loss of life and 
injuries as well as property damage. These disasters have affected major sectors 
of our population in widely dispersed areas and have frequently visited their des- 
tructive forces successively in the same areas. The ability of the States to perform 
self-rehabilitation has been greatly impaired and the economic resources of the 
entire country have been called upon to render assistance to many segments of 
our population. 

Beginning with 1953 and continuing to date, the Federal Civil Defense Ad- 
ministration has coordinated the disaster program efforts and there has been al- 
located $43,989,000 for the various States, Territories, and insular possessions to 
assist in their rehabilitation. Specific amounts are shown below: 














' 
| Allocated 
State Type of disaster through 

June 30, 1957 
SD inde cicncne, sek aktivcaeeg temdiccaumaatateitud tin ck a ne ae : ee ate a $16, 000 
Arkansas. -____- Srathaicd eeaerbiceiinienees aetien : ; Flood - ; ae 412, 000 
California. ._- ean ak .......--------| Flood-erosion, fire | 10, 213, 000 
Se ae ree : ; Flood, tornado inert 204, 000 
Connecticut____- can beer Sern eee. cet ae weno oe -| 832, 000 
Florida_____- ees : E poroers Fiood......- oo 372, 000 
oo 8 ; a ea ioe Tornado- -___- pana 213, 000 
Hawaili___-_- ee : , Volcano, tidal wave. : 140, 000 
EY inte ane cceee cee a. Sani aie Flood - us a ae 618, 000 
Sa oes 2S aia Benin Le ES , 000 
ee So ‘ a : Iu | Flood, tornado 239, 000 
Kansas ae : smi So Es aera iin : bes 5, 000 
Kentucky .......-.- Pepa cnbgadete ask siesacel ees ; ; seemed 1, 525, 000 
Louisiana.......__- ee sseasconcccce| 22000, NUTTICRSC.. .| 869, O00 
Maine.____. a = ‘ , he ae ae Hurricane ___ ; ren 1, 023, 000 
Massachusetts __- a _....-.----| Tornado, hurricane, flood - -_- 3, 458, OOK 
Michigan ee ea er: reek Ose aecenen 399, 000 
Mississippi_._....._- sicaedis cicabecaauaess sherk. oicpshdonosecvonsad ‘ ee le eee 118, 000 
tke ak oe MAS =A .do aaah 2, 060, OOK 
Montana es , : Flood. r 312, 000 
Nevada _-_- 7 Quake, flood _ _- 706, 00 
New Hampshire._- ; ed Forest fire 153, O00 
New Jersey .-....-.. = Turricane, flood 3, 000 
New Mexico---- ve z ae Flood _ 129, O08 
New York Hurricane, flood 174, OO 
North Carolina. bile : Hurricane 4, 733, 000 
Ohio Storm 1, 288, OK) 
Oklahoma Flood, tornado 1, 205, 00M 
Oregon. 2 Flood. 1, 823, OO 
Pennsylvania--_- ; do 857, OU 
Puerto Rico__. Hurricane 3, 
Rhode Island Hurricane, flood 1,6 
South Carolina Hurricane 1,{ 
South Dakota_ ig Flood : 
Texas acted Tornado, flood 1, § 
Virginia . Flood. 
Washington lo 
West Virginia__- : do 
Other_-__- ae ; ciple ..| Hurricanes 

le fel an ao cna oo a cmpeige a cmterain omiein salsa : : ‘ 43, 989, O00 





In addition to the above, $36,507,200 has been allocated to Federal agencies 
such as the Corps of Engineers, Department of Agriculture, and the Housing and 
Home Finance Agency for their direct assistance to disaster areas. 

More recently, tornadoes and floods in many of our States have placed a heavy 
drain on the amounts available for allocation to States and local governments. 
At one point in June 1957, the allocations from the disaster appropriations reduced 
the balance of the President’s disaster fund to $76,000. This amount would not 
have been sufficient to cope with a disaster of any magnitude. 

As a result of the low status of the fund, the Federal Civil Defense Administra- 
tion moved to secure the return of available unobligated balances allocated to 
other Federal agencies and postponed full allocations for major disasters wherever 
possible. In at least three States, interim allocations were granted until funds 
could be returned from Federal agencies. Due to these actions, an amount was 
accumulated as a reserve at the end of fiscal year 1957 for immediate needs. In 
addition, almost all of the $9.9 million advanced to the Department of Agriculture 
was returned before the end of fiscal year 1957. 
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In. total, a balance of $13.1 million was available for disaster relief at the 
beginning of fiscal year 1958 to cover not only the requirements carried over from 
fiscal year 1957, but also to offset a portion of the fiscal year 1958 requirement. 
Specifically, the status of the fund at the beginning of the fiscal year 1958 was as 
follows: 


Brought forward unobligated from fiscal year 1957 


bia ee ok sa chica ein clea $13, 122, 078 
Requirements carried over from fiscal year 1957: 


eeteen BOO so OSs i ceeded. eee eee $400, 000 
Corps of. Engineers, flood... ......-.5-~.-<-s6s- 3, 101, 893 
I I a cee ee 75, 000 
REI IO ic ai asi cin cs ss coc renee ca et 500, 000 
TOIPEOUIOOI, TURNERS oe ee ee ee eam 800, 000 
Missouri, tsrmietio Noe cw. 2 a ri cc lee 850, 000 
aren GerOuns, DUITIORNC. . . ... wc cin nccue 1, 000, 000 
THGRGM DIONE BOTUIOIK oon lw eeniedc oe meee 20, 000 
RE Sener IN os a se tin ws oe we cae 750, 000 


UGteGna, HOO NUITIONDG.... 5... 20 cael 850, 000 
aes S346, 805 


Balance unencumbered beginning fiscal year 1958__.______- 4, 775, 185 


In the administration of the disaster relief program, the experience gained by 
this agency strongly indicates that this balance plus the regular appropriation of 
$10 million contained in the Independent Offices Appropriation Act of 1958 will 
not be adequate to cope with disasters over the course of the current year. For 
this reason, a supplemental request of $15 million is submitted to provide for the 
anticipated costs of disaster relief. 

Costs for the fiscal year 1958 (which also embrace the requirements carried 
over from fiscal year 1957) are presently estimated at $33 million. While these 
costs are necessarily problematical they represent the considered judgment of this 
agency. The recurrence of hurricanes similar to the recent hurricane Audrey 
which spread devastation in Louisiana, Texas, and other areas would greatly 
increase this estimated figure of $33 million. 

Administrative costs of the disaster relief program will necessarily increase 
due to the high incidence of disasters. As a consequence, it is necessary to bring 
to full capacity the staff charged with the administration of this program. The 
use of temporary employees will also be expanded when circumstances indicated 
such a need. 

To illustrate the scope of the program which FCDA personnel coordinate, the 
table below has been prepared showing net allocations to States this fiscal year 
by this agency: 





State | Type of disaster | Allocation State Type of disaster | Allocation 
hVtasiees ---” 1 Widot ...*.-....<o) $412, 000 North Carolina.| Hurricane.........-- —$100, 000 
California z eR ed he 103, 000 CR. cai? aii Storm ee eee 1, 287, 000 
Connecticut_...| Flood, hurricane--.-_- — 344, 000 Oklahoma..--_.- TO | 1, 030, 000 
Florida__..___- REST 117, 000 CR Sb ane bibewsen Mkt Senses | 439, 000 
Hawaili........ Tidal wave... .... 62, 000 ITI fa iia Diss iactarrintinn de —200, 000 
| eS lees ae Debs 412, 000 Puerto Rico....| Hurricame_..___.._- 3, 605, 000 
Kentucky.-.-. a oe = 1, 525, 000 Rhode Island...| Flood._..........._- 46, 000 
Louisiana......| Hurricane, flood. -_-_- 474, 000 TO | —2, 871, 000 
baetee.2........] EGTaOnes....<..<s0- 3, 000 Virginia........ WMS icons al 309, 000 
Massachusetts..| Tornado, flood, —612, 000 || Texas. .........|...-- Bic th keel 1, 030, 000 

hurricane. Washington--...|_...-. Ge radaccecsecesl 309, 000 
Missouri.......| Tormado............ 2, 060, 000 vf bf). “Sea wa 206, 000 
Nevada... ..-- Fieed.......- Sere 31, 000 —____—__ 
New York......! Hurricane, flood. -_- — 27, 000 WM SS tbe eleasticedde | 9,306,000 


| 


STATUS OF FUND 


Mr. Berry. In the statement, we go over some of the disasters 
which caused us to feel that it would be well to have the funds supple- 
mented and have a larger balance. 

Mr. Tuomas. How much were your actual expenditures in fiscal 
year 1957? 

Mr. Berry. Mr. Wilson, I will let you take that. 
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We actually spent approximately $19 million in fiscal year 1957. 
Mr. Tuomas. How much money do you have on hand as of today? 
Mr. Berry. $17,406,925. 

Mr. Tuomas. What can you foresee right now in the way of 
liabilities? 

Mr. Berry. Obviously, these things are so much a matter of 
judgment it is rather hard to say, but, based on very recent experience 
and the disast rs that have been occurring in the last few months, it 
would indicate that about $38 million should be on hand at the 
beginning of the fiscal year in order to cover them, if the supplemental 
appropriations are granted. We would anticipate about $33 million 
in expenditures in— 

Mr. Tuomas. Will you detail those terrible disasters, and give us 
an approximate idea of the cost? We are cognizant of the fact that 
you are going to have to do some rapid estimating, and you cannot 
estimate those things with too much accuracy. 

Mr. Berry. During the month of May of this year, there was $2 
million allocated to Texas and Oklahoma floods. In June, approxi- 
mately $2 million was allocated to the Missouri tornado and the 
Arkansas and Louisiana floods. During July there were either in 
process or had been allocated $4.2 million to the following States: The 
Arkansas fiood, $400,000; Idaho flood, $75,000; Illinois flood, $500,000; 
Minnesota flood, $800,000; Missouri flood and tornado, $850,000; 
North Dakota tornado, $20,000; Texas hurricane and flood, $850,000; 
and Louisiana hurricane and flood, $750,000, for a total of $4,245,000. 

Mr. Tuomas. You only mention floods there. Are these people in 
Virginia and Maryland considered? They are pretty hard pressed on 
drought, are they not? 

Mr. Berry. That is in process at the moment. We have some 
requests for drought assistance in the East and Northeast at the 
moment. There has been no decision made on those as yet. 


FEDERAL PARTICIPATION IN DISASTER RELIEF 


Mr. Tuomas. Will you detail very briefly just how the organization 
functions and what does it cover? I am trying to get you to bring 
out the difference between direct relief and the way you operate. Go 
ahead and detail that, please. 

Mr. Berry. Generally, particularly in disasters of the type I have 
described here, and not the drought disasters just mentioned, our 
function is to coordinate and direct all of the Federal assistance aimed 
primarily at emergency restoration of public facilities, debris clearance 
so that streets may be used, the emergency restoration of power, and 
so forth. 

Mr. Toomas. How does the Federal Government come into the 
picture? Will you detail the steps required or necessary? You have 
an emergency, whether flood, fire, or whatever, and it happens to be 
in X State or community. Begin there and tell us what then hap- | 
pens, what has to happen. Tell us what steps must be taken before 
you come in. 

Mr. Berry. All right, sir. The governor in the State in which 
the disaster occurs must make application to oi President of the 
United States indicating that there is a disaster in his State of such 
proportion that the State alone cannot handle it, either financially 
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or physically, and indicating that the State has used its facilities to 
the extent possible, or is using its facilities to the extent possible. 
When such a request is received, the Federal Civil Defense Adminis- 
tration, through its disaster officers and engineers with the help of 
other agencies, where applicable, makes an appraisal of the situation 
and sees whether or not there are items of damage which would qual- 
ify under Public Law 875. That is, the kinds of things I mentioned. 
Then a recommendation is made by the Administrator. 


PUBLIC LAW 875 


Mr. THomas. At this point, will you insert in the record Public 
Law 875, as amended? 


(Public Law 875, as amended, follows:) 


[Pusuic Law 875—8Ist Cona., Aas AMENDED By Pusiic Law 107, 82p Cong., 
AND PusB.iic Law 134, 83p Cona.] 


AN ACT To authorize Federal assistance to States and local governments in major disasters, and for other 
purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That it is the intent of Congress to provide an 
orderly and continuing means of assistance by the Federal Government to States 
and local governments in carrying out their responsibilities to alleviate suffering 
and damage resulting from major disasters, to repair essential public facilities in 
major disasters, and to foster the development of such State and local organiza- 
tions and plans to cope with major disasters as may be necessary. 

Sec. 2. As used in this Act, the following terms shall be construed as follows 
unless a contrary intent appears from the context: 

(a) ‘Major disaster’? means any flood, drought, fire, hurricane, earthquake, 
storm, or other catastrophe in any part of the United States which, in the deter- 
mination of the President, is or threatens to be of sufficient severity and magni- 
tude to warrant disaster assistance by the Federal Government to supplement the 
efforis and available resources of States and local governments in alleviating the 
damage, hardship, or suffering caused thereby, and respecting which the governor 
of any State (or the Board of Commissioners of the District of Columbia) in 
which such catastrophe may occur or threaten certifies the need for disaster assist- 
ance under this Act, and shall give assurance of expenditure of a reasonable amount 
of the funds of the government of such State, local governments therein, or other 
agencies, for the same or similar purposes with respect to such catastrophe; 

(b) “United States’”’ includes the District of Columbia, Alaska, Hawaii, Puerto 

tico, and the Virgin Islands; 

(c) ‘State’? means any State in the United States, Alaska, Hawaii, Puerto Rico, 
and the Virgin Islands; 

(d) ‘‘Governor” means the chief executive of any State; 

(e) “Local government” means any county, city, village, town, district, or other 
political subdivision of any State, or the District of Columbia; 

(f) ‘‘Federal agency’? means any department, independent establishment, Gov- 
ernment corporation, or other agency of the executive branch of the Federal 
Government, excepting, however, the American National Red Cross. 

Sec. 3. In any major disaster, Federal agencies are hereby authorized when 
directed by the President to provide assistance (a) by utilizing or lending, with 
or without compensation therefor, to States and local governments their equip- 
ment, supplies, facilities, personnel, and other resources, other than the extension 
of credit under the authority of any Act; (b) by distributing, through the American 
National Red Cross or otherwise, medicine, food, and other consumable supplies; 
(ec) by donating or lending equipment and supplies, determined under then exisling 
law to be surplus to the needs and responsibilities of the Federal Government, to 
States for use or distribution by them for the purposes of the Act including the res- 
toration of public facilities damaged or destroyed in such major disaster and essential 
rehabilitation of individuals in need as a result of such major disaster; (Public Law 
134) and (d) by performing on public or private lands protective and other work 
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essential for the preservation of life and property, clearing debris and wreckage, 
making emergency repairs to and temporary replacements of public facilities of 
local governments damaged or destroyed in such major disaster, providing tem- 
porary housing or other emergency shelter for families who, as the result of such 
major disaster, require temporary housing or other emergency shelter, (Public Law 
107) and making contributions to States and local governments for purposes 
stated in subsection (d). The authority conferred by this Act, and any funds pro- 
vided hereunder shall be supplementary to, and not in substitution for, nor in 
limitation of, any other authority conferred or funds provided under any other 
law. Any funds received by Federal agencies as reimbursement for services or 
supplies furnished under the authority of this section shall be deposited to the 
credit of the appropriation or appropriations currently available for such services 
or supplies. The Federal Government shall not be liable for any claim based upon 
the exercise or performance or the failure to exercise or perform a discretionary 
function or duty on the part of a Federal agency or an employee of the Govern- 
ment in carrying out the provisions of this section. 

Sc. 4. In providing such assistance hereunder, Federal agencies shall cooperate 
to the fullest extent possible with each other and with States and local govern- 
ments, relief agencies, and the American National Red Cross, but nothing con- 
tained in this Act shall be construed to limit or in any way affect the responsi- 
bilities of the American National Red Cross under the Act approved January 5, 
1905 (33 Stat. 599), as amended. 

Sec. 5. (a) In the interest of providing maximum mobilization of Federal 
assistance under this Act, the President is authorized to coordinate in such manner 
as he may determine the activities of Federal agencies in providing disaster assist- 
ance. The President may direct any Federal agency to utilize its available per- 
sonnel, equipment, supplies, facilities, and other resources, in accordance with the 
authority herein contained. 

(b) The President may, from time to time, prescribe such rules and regulations 
as may be necessary and proper to carry out any of the provisions of this Act, 
and he may exercise any power or authority conferred on him by any section of 
this Act either directly or through such Federal agency as he may designate. 

Sec. 6. If facilities owned by the United States are damaged or destroyed in 
any major disaster and the Federal agency having jurisdiction thereof lacks the 
authority or an appropriation to repair, reconstruct, or restore such facilities, such 
Federal agency is hereby authorized to repair, reconstruct, or restore such facilities 
to the extent necessary to place them in a reasonably usable condition and to use 
therefor any available funds not otherwise immediately required: Provided, how- 
ever, That the President shall first determine that the repair, reconstruction, or 
restoration is of such importance and urgency that it cannot reasonably be de- 
ferred pending the enactment of specific authorizing legislation or the making of 
an appropriation therefor. If sufficient funds are not available to such Federal 
agency for use in repairing, reconstructing, or restoring such facilities as above 
provided, the President is authorized to transfer to such Federal agency funds 
made available under this Act in such amount as he may determine to be war- 
ranted in the circumstances. If said funds are insufficient for this purpose, there 
is hereby authorized to be appropriated to any Federal agency repairing, recon- 
structing, or restoring facilities under authority of this section such sum or sums 
as may be necessary to reimburse appropriated funds to the amount expended 
therefrom. 

Sec. 7. In carrying out the purposes of this Act, any Federal agency is author- 
ized to accept and utilize with the consent of any State or local government, the 
services and facilities of such State or local government, or of any agencies, officers, 
or employees thereof. Any Federal agency, in performing any activities under 
section 3 of this Act, is authroized to employ temporarily additional personnel 
without regard to the civil-service laws and the Classification Act of 1923, as 
amended, and to incur obligations on behalf of the United States by contract or 
otherwise for the acquisition, rental, or hire of equipment, services, materials, 
and supplies for shipping, drayage, travel and communication, and for the super- 
vision and administration of such activities. Such obligations, including obliga- 
tions arising out of the temporary employment of additional personnel, may be 
incurred by any agency in such amount as may be made available to it by the 
President out of the funds specified in section 8. The President may, also, out 
of such funds, reimburse any Federal agency for any of its expenditures under 
section 3 in connection with a major disaster, such reimbursement to be in such 
amounts as the President may deem appropriate. 

Sec. 8. There is hereby authorized to be appropriated to the President a sum 
or sums, not exceeding $5,000,000 in the aggregate, to carry out the purposes of 
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this Act. The President shall transmit to the Congress at the beginning of each 
regular session a full report covering the expenditure of the amounts so appro- 
prated with the amounts of the allocations to each State under this Act. The 
President may from time to time transmit to the Congress supplemental reports 
in his diseretion, all of which reports shall be referred to the Committees on 
Appropirations and the Committees on Public Works of the Senate and the 
House of Representatives. 

Sec. 9. The Act of July 25, 1947 (Public Law 233, Eightieth Congress), entitled 
“An Act to make surplus property available for the alleviation of damage caused 
by flood or other catastrophe’, is hereby repealed. 


Approved September 30, 1950. 


Mr. Berry. Then the Administrator and the Federal Civil Defense 
Administration must make a recommendation to the President whether 
or not a major disaster must be declared. 

Mr. Tuomas. Does your organization go into action upon the call 
for help of the Governor, or does it wait and get instructions from the 
Civil Defense Administrator and then he, in turn, must get it from the 
President? 

Mr. Burry. Technically, we must have the President’s approval. 
However, in situations such as we had down in Louisiana, where it 
was obvious that there were people’s lives in danger, that any delay at 
all would be disastrous, there is no delay in that portion of the assist- 
ance that is given. 

Mr. Tuomas. Public Law 875 is all predicated upon instructions 
of the President? 

Mr. Berry. That is right. 

Mr. Tuomas. I believe you stated that under ¢ ertain circumstances, 
you did not wait for those instructions from the President and went in? 

Mr. Berry. That is right. For the saving of life, for instance, the 
Army commanders have authority without instructions from anyone 
to save lives, and things of that nature, but in many instances, the 
actual work that must be done will extend over a considerable period 
of time in restoring what is necessary. 

Mr. Tuomas. You do not have troops or staff, at the command of 
the Civil Defense. 

Mr. Berry. No, sir. 


COORDINATION OF DISASTER ASSISTANCE 


Mr. Tuomas. When you say you go in without instructions from 
the President, what do you do, or w hat can you do, when you go in 
without instructions? You have no authority to spend funds, do. you, 
without instructions from the President? 

Mr. Berry. No, sir; but as long as we are under the act and under 
Executive order directed to coordinate all efforts in disaster assistance, 
we can have our people go into that area immediately and appraise 
and perhaps call for the Army. 

Mr. THomas. You could not go in and take charge of a State or 
city operation? 

Mr. Berry. No, sir; we can only assist. 

Mr. Tuomas. By invitation or otherwise? 

Mr. Berry. By invitation. We have no difficulty with people 
asking us to please stay out. We have had no difficulty in that regard. 
Our people get on the scene as soon as possible even though hes has 
been no request by the Governor. Our people get on the scene to 
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see what is happening and to see what the proportions of the disaster 
may be. 

Mr. Tuomas. In case of emergency, everybody wants to help. 
That is human nature and that is what we ought to do. 

Mr. Berry. That is right, sir. 

This matter of getting approval of the President is almost automatic 
and can be done very quickly in situations such as the Cameron 
disaster. 

Mr. Tuomas. As a matter of fact, what can ‘you do other than to 
supply funds and materials that the local communities cannot do 
for themselves? 

Mr. Berry. We probably could answer that, nothing, but the things 
that you mentioned amount to a great deal. 

Mr. Tuomas. You anticipate me but maybe not. You are talking 
about your expense in this Louisiana emergency. How much are 
you going to contribute? Did you say $750,000 in that paper? 

Mr. Berry. I think it is $850,000 at the present time. 

Mr. Tuomas. What was the figure you read into the record, 
$750,000 or $800,000? 

Mr. Berry. $750,000. 

Mr. Tuomas, As a matter of fact, that $750,000 would be what 
part of the damage suffered, and what part would that constitute 
of the total sum put up by the local community and the State itself? 

Mr. Berry. Generally speaking, from past experience, that figure 
would be a very small proportion of the total damage. 

Mr. Tuomas. That is what we are interested in. What propor- 
tion is it and what proportion of the total amount spent would the 
Federal Government’s part constitute? Would it be \s, Mo, %, 
or what is a good figure there? 

Mr. Berry. As I say, we do not have it on this particular disaster. 

Mr. Tuomas. What is the pattern generally followed? It has to 
be an approximate figure, we know that. 

Mr. Berry. Taken over our total experience, actually for every 
dollar we spent State and local governments spent about $50 in these 
disasters. 

Mr. Evins. Mr. Berry, has the new Administrator—the Governor— 
assumed his duties as yet? 

Mr. Berry. He has, but he arrived in Washington Monday this 
week. He is now starting to get briefed. 

Mr. Evins. You mentioned earlier the granting of surplus properties 
that are now available under the law. There are certain schedules of 
priority under which surplus property is made available to States and 
municipalities. Does your authority supersede that authority? 
Can you make those grants without considering the statutory priority 
schedule? 

Mr. Berry. For disaster purposes; yes, sir. 

Mr. Evins. It has the highest priority? 

Mr. Berry. Yes, sir. 

Mr. Evins.-How much in amounts have been granted out of sur- 
plus properties for disaster purposes? 

Mr. Berry. Do we have the total figures on that? 

Mr. Mannina. I do not believe we have the current figures. As a 
representative figure, however, including the negotiated sale of surplus 
property. to small business concerns in “disaster areas, we disposed of 
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$4,984,977 of property to the States and local governments by dona- 
tion, and negotiated the sale of $575,730 worth to disaster-struck 
small business, in the areas of New England, the west coast, and 
North Carolina in 1955-56. 

Mr. Evins. In other words, you have either given or sold in disaster 
areas about $5% million of surplus properties in these areas. Would 
that be in addition to the $43 million which you say here is the total 
of cumulative grants to the States? 

Mr. Mannina. That is correct. It is not computed within that 
figure. 

eM r. Evins. The amount you gave earlier was the grants you made 
within the year? 

Mr. Berry. That is right. 

Mr. Evins. They are included in this $43 million figure? 

Mr. Berry. They were not included. 

Mr. Evins. This is grants to the States allocated through June 30, 
1957? 

Mr. OstertaG. Will the gentleman yield? 

Mr. Evins. Yes. 

Mr. Ostertac. Where would that money come from that you used 
to purchase surplus property? 

Mr. Mannrna. It is not bought, sir. This is property declared to 
be surplus under the terms of Public Law 152, amended, which is the 
Organic Act of the General Services Administration which controls 
the declaration of the property to be surplus to the needs of the 
Kederal Government, when it is declared to be surplus. If it is 
needed to be utilized in a disaster area, and the disaster declaration 
takes precedence for the use of the property in that area over all other 
uses for which it is eligible to be donated to the States or cities. 

Mr. Ostrrtag. It is a bookkeeping proposition, is it not? 

Mr. Berry. That is right, sir, because the property is already on 
hand in the Federal Government. 


STATUS OF DISASTER RELIEF FUND 


Mr. Evins. How much did you say you have in the disaster relief 
fund available to you now, not allocated? 

Mr. Berry. $17,406,925. 

Mr. Evins. You are asking for $15 million and you think we should 
keep around $25 million or $30 million in that fund all the time? 

Mr. Berry. Yes, sir; we do. We have run into a situation the last 
part of this fiscal year where it was rather difficult and certainly 

Mr. Evins. What does your experience table show as to the amount 
of funds annually, or on an average, Mr. Berry—you have your peaks 
and valleys, but if you have a $25 million or $30 million amount in the 
fund—how much normally have you been using each year on an 
average? 

Mr. Berry. Approximately $19 million, but our present experience 
in the recent past would indicate that if it continues it will be eon- 
siderably higher than that. 

Mr. Evins. That is all. Thank you Mr. Chairman. 

Mr. Vursetu. Do you feel that you are asking for enough money 
here when you have a carryover balance of about $5 million? In 
view of what you have just said about more recent experience, do you 
think it might be as high in the future? 
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Mr. Berry. I think it will. When you say that any amount is 
sufficient, or insufficient in this particular field, you are doing a great 
deal of guessing, because there is no real way to estimate it-and appraise 
it. 

Mr. Vurse.u. It might now be said that Congress is about ready 
to adjourn and you cannot spend this money unless the State governors 
request it, and unless the President directs that it be expended? 

Mr. Burry. That is right, sir. 

Mr. Mannina. If the Congress grants this additional $15 million 
that is in this supplemental bill, it will bring our balance—check me 
on this if I am wrong—on this up to approximately $38 million. Our 
projection shows that we anticipate spending roughly $33 million in 
the forthcoming fiscal year. Therefore, on the basis of our projection, 
we anticipate that we will go into the next fiscal year—not this one— 
with a carryover balance of, roughly, $5 million. 

Mr. Tuomas. How much money ‘do you have on hand as of today? 
Look at it from another point. 

Mr. Berry. $17,406,925. 

Mr. Tuomas. You are asking for $15 million? 

Mr. Berry. Yes. 

Mr. Tuomas. What is the total, $32.4 million? 

Mr. Berry. Yes. 

Mr. Tuomas. To take care of your present disasters, how much 
money is it going to require? What is your best guess? 

Mr. MANNING. Nobody knows. 

Mr. Ostertac. Nobody knows. 

_ Mr. Witson. $17 million, and we have spent quite a bit since. It 
is our expectation we may need $33 million for the full year. 

Mr. Burry. What the Congressman is asking is, we have certain 
disasters appearing on the books at the present time and we are 
spending money on them. He would like to have some estimate from 
us on what we think we are going to spend on these disasters, the ones 
we are not completely through with yet. 

We cannot tell you exactly since you do not know until somewhat 
later, but we can give you some figures. 

Mr. Ostrertag. You have had certain disasters for which an emer- 
gency has been declared and the States have made claims or appealed 
to the Federal Government for assistance in these matters. Would 
you say that the $17 million balance that you have is clear and will 
remain clear, or will there be claims or expenditures as a result of 
disasters that have heretofore occurred? I think that is the part we 
want to get at. 

Mr. Wiison. The $17.4 million will be used for disasters that have 
already been declared but for which funds have not been allocated. 
This will also be used for new disasters after August 1. 

Mr. Berry. The figure they are trying to get at is some approxima- 
tion from us what happens to the $17 million if we make our guess as 
to how much more we will spend on disasters that have already 
occurred. 

Mr. Ostertag. That’s right. 

Mr. Wiison. We expect to spend approximately $28 million for the 
remainder of the year following July 31. If you add the $15 million 

to the $17. million, this will mean that we will carry over into next 
year $5 million. 
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Mr. Berry. That still does not answer the question that you have 
asked, I believe. 

Mr. Osrrertac. Is there not some indication that there will be re- 
quests for financial assistance through the disaster fund beyond the 
point that has been made at this time, or are you in a sort of a state 
where you are unable to determine whether there will be more claims 
or requests? 

Mr. Witson. We are unable to determine the total amount of 
disasters. 

Mr. Berry. On disasters that have already occurred there may be 
some other moneys expended. 

Mr. Witson. Yes. 

Mr. Vurseii: What is a rough guess? 

Mr. Berry. We cannot tell how much that will be. 

Mr. Wiuison. I would say about $2.4 million. 

Mr. Berry. Then your guess would be based upon experience and 
on what we have done so far in the amount of about $2.4 million. 

There is the figure that we are looking for. It would probably 
reduce this to about $15 million, if we use our best estimate on what it 
will cost to complete work on disasters that have already occurred. 

Mr. Vursevu. You are talking about the fiscal year? 

Mr. Berry. Present fiscal year. 

Mr. Vurse.tt. Then you would go into the year ahead if we gave 
you $15 million, with a potential spending of $30 million for the next 
year; is that right? 

Mr. Berry. $33 million. 

Mr. Vursewu. That gives a little different picture. I think probably 
the amount is about right that you are asking for here. 

Mr. Osterraa. In other words, if there are no further claims as a 
result of disasters that have heretofore occurred, you have on hand a 
$17 million balance and you are asking for $15 million, so that your 
funds for the current fiscal year will be approximately $32 million 
to $33 million? 

Mr. Berry. That is right. 

Mr. Oster?rac. We can only hope that there will be no further 
disasters, but if there are no disasters during this fiscal year, you will 
go into the next year with a balance of $32 million or $33 million? 

Mr. Berry. That is right. 

Mr. Ostrertac. What is the limitation on time? Does the State 
have unlimited time in which to make claims or present requests for 
assistance after a disaster has occurred? 

Mr. Berry. We try to establish that by the year. Do you mean 
initial request for disaster declaration or requests for additional money 
after a disaster has been declared? 

Mr. OstrertaG. Both. 

Mr. Berry. We have no set rule on that. 

Mr. Ostrertac. The law does not provide for that? 

Mr. Berry. The law does not provide for that; no, sir. But cer- 
tainly this has happened, taking into consideration and declaring a 
disaster, the fact that something like 3 or 4 months elapsed betw cen 
the occurrence and the request, that would have a bearing on whether 
or not it was declared by the President. 

Mr. Jonas. On that particular point, I think there was a case of 
that kind in North Carolina which would be a good example. I 
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think that the Governor failed for a while to make the necessary 
declaration, but later he did so and the allocation was made. 

Mr. Berry. I know something of the North Carolina situation; 
yes, sir. I know that we did get in somewhat later on, after the actual 
occurrence. This is a particularly difficult field to try and lay down 
hard and fast rules. Any kind of rules we lay down that either make 
or break the assistance and granting of assistance are bound to blow 
back on us and make it difficult to do what actually should be done. 

I think the very fact that it is a disaster assistance program would 
indicate that it must be flexible. 

Mr. OstertaG. One more question. I would like to refer now to 
your balance, your item of $17 million. 

Mr. Witson. That is the balance today (August 1, 1957) and it is 
not shown in your sheets, sir, 

Mr. OstertTAG. Certainly you must have some indication of any 
potential requests for funds that might reasonably be expected. 

Mr. Berry. As of this moment, that figure we finally determined 
to be approximately $2.4 million. 

Mr. Ostrertaa. You think then that, based on indications and 
requests from States, that in all probability there will be claims for 
assistance to the degree of $2.4 million from the $17 million, so that 
you are going into the year with approximately $15 million? 

Mr. Burry. Yes, sir; at this time. 

Mr. OstartaG. That is all. 

Mr. Tuomas. Thank you very much, gentlemen. 

We are delighted to have seen you and good luck to all of you. 

The committee is adjourned. 
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